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Emu expansion 
Will Poles drop the 
trusted dollar lor the euro? 
Page 3 
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US foreign policy 
Sanctions now applied 
against most of lire world 
Page IS 



Drugs end aioSivsrsity 

Why we should care about 
disappearing species 

Persons? Vnsv.r Psos ID 


Financial regulation 
The need for global 
core principles 

Page 14 


WORLD NEWS 

Rockefeller to fund 
reform of World 
Health Organisation 

The US-based Rockefeller 
Foundation Is to make a $2.5m 
grant to the World Health Organi- 
sation, much criticised under Its 
former director-genera/, Hfroshi 
Nakajtma, to fund reforms planned 
by his euocassor, Gro Harlem 
Brundtland. Page 16 

Jewish group tinted to setters 

A prominsnt Jewish organisation is 
alleged to be co-operating with 
extremist settlers to evict Palestin- 
ians from east Jerusalem. Page 6 

Czechs to reinstate bank governor 

Czech President Vaclav Havel, who 
appointed a new government last 
week, wW reinstate outgoing prime 
minister Josef Toeovsky in his for- 
mer post as National Bank gover- 
nor. New cabinet. Page 3 

Yemen ac c u s es Saudis of attack 
Yemen accused Saudi Arabia of 
attacking a Yemeni island In the 
Red Sea with ships and long-range 
artillery, kffflng three people and 

wounding nine. Page 6 

Castro •&! perfect heafflT 

Cuba said President Fidel Castro 
was In perfect health, dismissing a 
US newspaper report that he had 
been treated for a potentially fatal 
brain disease lest year. 

Papua tteaft toll rising 
The death toll In three tidal waves 
that devastated villages in Papua 
New Guinea's remote north west at 
the weekend may reach 3,000. 

Graeco proposes Baton read 

Greece proposed the construction 
of e $3 bn trans-Balkan road, run- 
ning throu^i Albania and Unking 
the Renan port of Trieste to the 
western Greek port of Igounanitsa. 

Azratutyan appeah to West 

FYe8Jdant Hepdar AHyev of Azerbai- 
jan yesterday urged the West to 
counter the Influence of Russia in 
the Caucasus with political and 
economic support for the region’s' 
newly Indepnident states. Page 2 

Marat sharpens bkffor EU - 

Poland is planning a reshuffle at 
the top of Its European integration 
committee in a bid to streamHne its 
drive for membership of the Eiso- 
pean Union and knprove its bnage 
in Brussels. Page 3 

Spain }aUs Basque Krttansfets 

A Madrid judge committed to 
prison eight radical Basque nation- 
alists associated with a newspaper 
dosed down last week for links to 
the outlawed separatist organisa- 
tion Eta. Page 2 

Agency plays down smoke reflag 

The US Environmental Protection 
Agency said tt was confident a 
court riding striking down a federal 
report Unking secondhand cigarette 
smoke with owoer would be 
reversed on appeal. Page 7 

Demand for Atgartn access 

The United Nations human rights 
committee toW an Algerian delega- 
tion the country must provide 
human rights organisations with 
access to massacre sites. Page d 

Forest fires strike Catakmta 

Forest Area raged out of control in 
the Catalonia region of Spain, forc- 
ing the evacuation of 300 residents 
and campers. 

UK air force orders drag tests 

Britain's Royal Air Force is to start 
compulsory random drug tests for 
pilots and other personnel. 

Pahtstaal dutyfree scandal 

Diplomats in Pakistan are alleged 
to be abusing one of toe additional 
benefits of the job by. selling off 
their duty-free Imports at a profit 

Page 16 


BUSINESS NEWS 


French and German 
telecoms agree 2% 
cross shareholding 

Deutsche Tetekom and France 
Telecom, Europe's two biggest 
telecoms operators, are reinfor ci ng 
their partnership by agreeing a 
cross shareholding deal that wfU 
give each company a 2 per cant 
stake in the other. Page 17 

SAP, Europe's leading software 
group, which plans to (1st on the 
New York Stock Exchange next 
month, said first-half pre-tax profits 
rose 43 per cent to DM832m 

($465m). Page 20 

Banco Comercial Portagufts, 

Portugal's biggest private-sector 
banking group, is on the acquisi- 
tion tnafl after raising Es14Bbn 
(5809m) from a global offering of 
29.3 per cent of Atifintico, a lead- 
ing retail bank. Page 22 

Norsk Hydro, Norwegian industrial 
conglomerate, blamed a 3d per 
cent decfine In first-half profits on 
weak off prices and voiatfie 
demand for fertifisers. Page 22 

Banco Poptdar, Spanish bank, 
reported flrst-haff net profits of 
Pta33.9bn (S223m), B per cent up 
on that period test year. Page 22 

Vincent BoBorfi, French financier, 
challenged the Bouyguea brothers' 
efforts to undo a concert party 
agreement governing the mara^e- 
ment of the Bouygues construction 
and telecoms group. Page 20 

MeDonakTs, US fast-food chain, 
saw Its shares fall sharply in early 
trading In New York after the com- 
pany warned its performance in the 
second half of 1998 was likely to 
foil short of its strong first half in 
the US market Page 17 

SPX, automotive supply company, 
saw its stock price fall more than 7 
per bent to morning trading on Wal 
Street as Investor^ digested toe 
details of Its Szbn takeover offer 
for General Signal, US electrical 
equipment manufacturer. Page 17 

Satenioft Smith Barney, investment 
banking and brokerage subsidary 
of Travelers Group; reported a fafl 
in its second-quarter operating 
aamfrige. Page 18 

SmTrest, toe largest Georgia- 
based bade. Is to buy Crester 
Financial, the largest independent 
bank In Virginia, In a deal worth 
about $g.5bn. Page 13 

Wttner-LafiAeit shares soared 
after the US drug company's sec- 
ond-quarter earnings showed R Is 
producing the strongest earnings 
growth in the pharmaceuticals sec- 
tor. Page 18 

Rodnwsfl Internatio na l, former US 
military contractor, said a 5597m 
restructuring charge caused heavy 
third-quarter losses. Page 18 

China is planning strong measures 
to tadde corporate tax arrears as 
part of a campaign to reviva bud- 
get revenues hit by the faltering 
domestic economy. Page 4 

UnBemr, Angto-Dutoh food and 
consumer products group, is to 
buy one of Shanghsfe best-known 
brands of soy sauce. Page 17 

Wtaf, the Hong Kong 
conglomerate. Is looking to ralsa 
HKSI^bn (USSlS4m) for Its prop- 
erty arm. according to bankers, but 
is expected to pay a sharp pre- 
mium for its funds. Page 19 
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Europol may 
get job of 
tackling euro 
counterfeiters 

Proposed widening of its remit could 
resurrect national sovereignty issues 


By Samar Mundar in Brosssts 

Counterfeiters of euro notes and 
coins would be hunted down by 
the same law enforcement per- 
sonnel who deal with drug traf- 
fickers and International terror- 
ists, under plans due to be 
discussed tomorrow by European 
commissioners. 

The proposal is part of a wider 
effort to fight counterfeiting after 
January's Introduction of the 
European single currency. 

The risk of criminal activity 
linked to the launch of the euro 
was Mghiigftterf recently when a 
security hologram for euro bank- 
notes disappeared on a flight 
between Paris and Frankfurt. 
French and German police are 
Mill investigating whether it was 
stolen or lost 

The euro will circulate more 
than any other currency, in a 
very large area,” said rate Com- 
mission official. "We will need to 
have mare cross-border co-opera- 
ticm to fight counterfeiting." 

The proposals,’ If adopted by 
EU finance ministers, would 
require enlarging . the remit of 
Ettropol, the pan-European crimi- 
nal investigation office which 
opens far business In October. Its 
main tasks art to halt t rafficking 
In drugs and radioactive sub- 
stances, as well as fight organ- 
ised crime and terrorism. 

The plans will be welcomed by 
the Emupean Parliament, which 
b*w» been pr essing the Commis- 
sio n to apt Member states are 
also expected to back the propos- 
als broadly. 

One flnmmiarion insider said: 
The idea that fighting fraud is a 
good thing is just common sense. 
Arguing against the proposals 
would be like having a discussion 
about whether killing is right or 
wrong." 

The main source of potential 


controversy is the need to rene- 
gotiate the Europol convention, 
which raises questions of sover- 
eignty. Advocates of a strong 
Europol ran up against this prob- 
lem when the office was 
entrusted with the fight against 
terrorism. After some member 
states argued that fighting terror- 
ism was a military activity, it 
was agreed that Europol would 
assume this responsibility only 
two years alter its Inception. 

Britain’s former Conservative 
government had delayed the 
establishment of Europol two 
yearn ago over the sovereignty 
issue. But the Labour govern- 
ment made the fight against 
cross-border crime one of the pri- 
orities of its six-month presi- 
dency of the EU in the first half 
of this year. 

Should sfrnflftr arguments arise 
now, the Commission is likely to 
suggest a transition period dur- 
ing which the fight against coun- 
terfeiting would be handled by its 
own anti -fraud unit 

The Commission will also sug- 
gest that national governments 
work on harmonising their defi- 
nitions of counterfeiting. Other 
measures include setting up 
training programmes for bank 
employees and national police. 

The official sai d the Commis- 
sion would seek to build on the 
progress already achieved by the 
European Central Bank. 

• . “The ECB has already done 
quite a bit of work on security,*" 
he said. “The euro has more 
safety features than any existing 
currency.” 

The proposals wfl] also aim to 
increase the sharing of Informa- 
tion between national authori- 
ties. A database would be set up. 
with details of the physical char- 
acteristics of known forgeries, in 
addition to information on poten- 
tial counterfeiters. 


PepsiCo pays Seagram 
$3.3bn for Tropicana 


By WKfeu Leads In few Yak md 
Scott Ho rr hon Hi Toronto 


PepsiCo and Coca-Cola, the two 
giants of the global soft drinks 
business, are set for a new con- 
frontation in juices following 
Pepsi’s purchase yesterday of 
Tropicana, the world’s largest 
marketer of branded juices, from 
Seagram. 

PepsiCo announced yesterday 
that it had agreed to pay $&3fan 
in Cash to Seagram, the drinks 
and entertainment group, for 
Tropicana, 

The purchase means PepsiCo 
now controls mare than 40 per 
cent of tile US chilled orange 
juice market, twice as much as 
Coca-Cola’s Mlnlite Maid divi- 
sion. 

PepsiCo said that Tropicana 
orange juice would fit weD along- 
side its existing beverage prod- 
ucts, most of which tend not to 
be consumed In the mornings. 

Seagram announced in May 
that it was planning to spin off 
Tropicana to help pay for its 
| 20 . 4ba takeover of PoJyGram, 
the music gr oup. At the time, 
Seagram said that the *nftfa1 pub- 
lic offering would value Tropi- 
cana at up to J4bn on the stock 
market, making it one of the larg- 
est such offerings in US history. 

Howe ver , last month Seagram 
also began soliciting bids from 
private buyers as it became dear 
that an Initial public offering 
could value it at only 52.9bn, 
fnritallqj f debt 

“Tropicana is an absolutely ter- 
rific company, the best in the 
business,” said Roger Enrico, 
chairman and chief executive of 
PepsiCo. Troplcaua's “talented 
people,' powerful brands, tap 


quality products and exception- 
ally strong position in the grow- 
ing juice market make it a won- 
derful completiwnt to PepsiCo's 
wciBHrig gnaeV anil beverage busi- 
nesses”. 

The Tropicana beverage group, 
Which produces and distributes 
its flagship orange juice brand. 
Dole juice products and Sea- 
gram's coolers and mixers, con- 
tributed 1997 revalues of J2.1bn 
from sales In 20 countries. 

PepsiCo stressed that it was 
buying Tropicana debt free 
whereas an IPO Is thought likely 
to have included 5600m of debt It 
also said that the average cost of 
completing an IPO - about 4-5 
per cent of the total raised - and 
an estimated 10 per cent IPO dis- 
count would have reduced the 
proceeds received by Seagram. 

Seagram also defended the deal 
and said that the sale to PepsiCo 
shielded Seagram from the risk 
of the IPO market and would 
enable the company to close a 
cash deal mere quickly. Seagram 
also said the S3.3bn sale price 
was consistent with Seagram’s 
initial estimates that Troptcana 
was worth $3JSbn-$4bn. 

“We were going down parallel 
tracks from the outset,” Seagram 
claimed. Seagram expects to pay 
about $300m in capital gains 
taxes, leaving it with after tax 
net proceeds of $3-05bn. 

Last week Seagram filed docu- 
ments to the Securities and 
TEvnhnnpp Commission as part of 
its preparation for an IPO. 
PepsiCo said It bad “only been 
considering it [a takeover of 
Tropicana] for a couple of 
weeks”. 

Lex, Page 16 
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The cycSsts of the Tour (to France pass a field of sunflowers during yesterday's stage from Montauban to Phi in 
Southern H en ce . The 210km ninth stage, ridden In scorching heat, was won by Leon van Bon of the Netherlands in • 
thrSBng sprint finish. Laurent Desbiens of France retained the overall leader’s yellow Jersey Pctura. Reuters 


LDP FAVOURITE LIKELY TO WIN DESPITE LACK OF PUBLIC SUPPORT IN POLL 

Party backs Kajiyama for 
Japanese prime minister 


By Gwen Robinson In Tokyo 

Members and supporters of 
Japan’s ruling Liberal Demo- 
cratic party favour Seiroku Kaji- 
yama, former chief cabinet secre- 
tary, as the country's next prime 
minister, according to a national 
opinion poll. 

Among the pnblic, however, 
the poll found the mqst popular 
contender was Junichiro 
Koizumi, the health minister and. 
at 66. the youngest of the three 
candidates for the LDP presi- 
dency. 

Keizo Obuchi. the foreign min- 
ister and the third candidate, 
trail ed both Mr Kajiyama and Mr 
Koizumi in public support. But 
among LDP members? Mr Obu- 
chi’s support matched that for Mr 
Koizumi, although beth lagged 
far behind Mr Kajiyama. 

Political analysts said the 
results suggested Mr Kajiyama 
was highly likely to win the elec- 
tion for LDP president, which 
takes place tins Friday. 

The post of party president vir- 
tually assures the winning candi- 
date the premiership, as the LDP 
still holds most of the seats in 
the Influential lower house of 


parliament - despite its devastat- 
ing setback in the July 12 upper 
house election. The election was 
one of the LDP’s most disastrous 
electoral performances and 
forced the resignation last week 
of Ryutaro Hashimoto as prime 
minister and LDP president. 

Monday’s poll, conducted by 
TBS. a national television net- 
work, was the first sizeable sur- 
vey of public and LDP opinion 
since Mr Koizumi entered the 
presidential race last week. Of 
more than 1.200 voters polled on 
Saturday and Sunday. 40 per cent 
said they wanted Mr Koizumi to 
be prime minister, followed by 36 
per cent for Mr Kajiyama and 
only 15 per cent for Mr Obuchi. 
The rest either had no opinion or 
supported politicians who were 
not candidates. 

Among LDP supporters and 
members. Mr Kajiyama led with 
41 per cent, followed by Mr 
Koizumi and Mr Obuchi with 
about 28 per cent each. In a sepa- 
rate survey of pubbe responses to 
a televised debate on Sunday 
among the three candidates. Mr 
Koizumi topped the poll, followed 
by Mr Kajiyama, with Mr Obuchi 
trailing far behind. 


The LDP race will heat up 
today with a public debate 
between the three candidates on 
economic issues. Hie debate, one 
or several involving the three 
candidates, is almost unprece- 
dented in Japanese politics, 
which for decades has been domi- 
nated by the LDP’s secretive 
style of back-room wheeling and 
dealing. In another break with 
tradition, the candidates will sub- 
mit on Friday to a secret ballot of 
the LDP’s 366 MPs and represen- 
tatives of the party's 47 regional 
branches. 

Political analysts believe the 
three-way contest will require a 
second round of balloting, as 
none of the candidates is Ukely to 
win an absolute majority in the 
first round. 

Mr Kajiyama. favoured in busi- 
ness and financial circles for his 
strong economic policies, made 
another surprise move yesterday, 
calling the foreign media to a 
meeting to discuss his views on 
economic reform. 

He said he was the best man 
for the Job because he knew the 
extent of Japan’s economic prob- 
lems and would art decisively to 
fix them. 
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Russia seals T-bill exchange 


By Jereny Grant ta London and 
Ctuystia Freatorf fai Moscow 


Russia yesterday sealed a 
landmark bargain with 
investors intended to solve a 
short-term debt crunch 
which recently piled pres- 
sure on the rouble. 

The country exchanged a 
larger than expected amount 
df its domestic treasury bills 
Tor foreign currency bonds. 
The deal proposed Just over 
a fortnight ago, was 
designed to reduce the bur- 
den on the government of 
huge Interest payments in 


the local bond market 
It came ahead of a crucial 
International Monetary 
Fund decision on a package 
to stabilise the rouble and 
restore confidence to jittery 
Investor sentiment 
The IMF board was sched- 
uled to decide yesterday 
whether to make a $5.6bn 
tranche of an $lL2bn emer- 
gency loan available to Rus- 
sia this week. 

But Anatoly Chubais, Rus- 
sia’s top International loan 
negotiator, said yesterday 
tha t the IMF was likely to 
put off Its board discussion 


on the loan at least until 
today. He said the situation 
was “most unclear”. 

Boris Nemtsov, a Russian 
deputy prime minister, said 
in an interview yesterday 
that the government had 
been more successful in 
pushing its tax reform 
through parliament last 
week -than was widely 
believed. 

The government ' had 
achieved 80 per cent of its 
wish-list and be believed the 
IMF understood that to be 
the case, he added. 

The finance ministry said 


that foreign and local inves- 
tors had agreed to exchange 
T-bills, known by- the Rus- 
sian acronym GKOs, for a 
nominal 5S.4bn in seven- and 
20-year eurobonds. This 
effectively means that the 
government has escaped 
interest payments on $4. 4 bn 
of GKOs at current market 
value. 

The yield on the bonds 
was priced at 9.4 percentage 
points over the benchmark 
US Treasury bond. 

Russia also swapped some 
27.4bn roubles ($4.4bn) of 
nominal GKOs and S500m 


. cash for dollar bonds. 

This means ' that the gov- 
ernment, at a stroke, has sig- 
nificantly reduced the bur- 
den of servicing Its. debt on 
the GKO market, which had 
recently been costing it 
about $L3bn a week. 

“They have definitely 
taken the pressure off for the 
next three to tour months. 
For those Investors ’who 
were nervous, they can see 
that. Russia has moved back 
from the brink.” said. Nicho- 
las Stmdstrom, chief econo- 
mist for Russia at Citibank. 

Bankers bad expected that 


-between $fim-$6bn of GKOs 
-would her exchanged under 
the scheme, which, was man- 
aged by- IS j»vestjOEnt bank 
Goldman Sachs. . •' 

The response means -that 
Russia may be . .tempted to 
. repeat the exerdse jfi a way 
of further restructuring fts 
domestic hnnri mflrk e£ . 

Moscow is- expected fur 
ther to relieve immediate 


pressure' on its ' domestic 
debt service burden by 
switching from issuing 
shortterm GKOs of erne year 
maturity to longer-dated 
paper. 


PM presses Gazprom to act over tax hill 


By John TborafrB ta Moscow 


Sergei Kiriyenko, Russia's 
prime minister, yesterday 
pressed Gazprom, the large 
gas monopoly, to squeeze 
more from its consum- 
ers to pay Its Rbs4bn ($645m) 
monthly tax bill and help 
drive barter transactions out 
of the economy. 

The government also 
announced other revenue- 
raising measures yesterday 
clearly intended to impress 
the International Monetary 
Fund ahead of its decision 
on its rescue package for 


Russia. But some measures 
contained in the govern- 
ment’s anti-crisis pro- 
gramme appeared to conflict 
with its long-stated goals to 
liberalise the economy. In 
particular, a 3 pa* cent tem- 
porary surcharge is being 
levied on all imported goods 
while a 5 per cent sales tax 
on “luxury” goods will fur- 
ther inflate their prices. 

Economists estimate the 3 
per cent surcharge could 
raise an additional $2bn of 
revenue over the course of 
1999 and help keep Russia’s 
deteriorating balance of pay- 


ments position in check. 

The sharp falls in the 
international prices tor oil 
gas, and metals mean Russia 
is likely to record a balance 
of trade deficit this year 
after running a $20.2bn sur- 
plus last year. 

Michael MaSrese, emerging 
markets economist at Chase 
Manhattan, the US bank, 
said other countries in east- 
ern Europe, such as Hun- 
gary, the Czech Republic, 
and Slovakia had success- 
fully Imposed temporary 
duties on imported goods to 
help correct balance of pay- 


ments difficulties. 

“This surcharge does run 
counter to the liberalisation 
of the economy but It Is sup- 
posed to be temporary,*' he 
said. “This certainly goes 
against what the Fund, [the 
IMF] was saying earlier tins 
year but 1 think they will 
have to swallow and say 
these are extraordinary 
times.” 

Some Russian producers 
have welcomed these “pro- 
tectionist” measures but the 
government said it . was 
determined to inject more 
competition into the econ- 


omy by refocusing and 
speeding up its privatisation 
programme. 

. Victor Khristenko, deputy 
prime minister, said the gov- 
ernment would cut the num- 
ber of strategic enterprises 
which should indefinitely 
remain in state hands from 
3,000 to 1,000. The main goal 
of privatising these compa- 
nies would be to raise pro- 
ductivity. Increase the com- 
petitiveness of the economy, 
and create jobs, be said. 

Mr Khristenko confirmed 
the go v e rnm ent would also 
sefi some of its sharehold- 


ings this year in partly-pri- 
vatised companies, such as 
Lukoil, Russia’s biggest oil 
company, UKS, the electric- 
ity monopoly, and Svyazinv- 
est, the telecommunications 

hnlrilry mmpany 

Gazprom, which has been 
dragged into a battle with 
the government over its tax 
payments, announced, yester- 
day it would sell some of its 
holiday homes to raise extra 
money to pay its tax bill. Kit 
the company said it was 
determined to defend holi- 
day perks for those working 
in severe Arctic areas:' 


Aliyev 
calls 
for more 


support 


By Stefan Wagstyl 
and Robert Cordne 


President Heydar Aliyev of 
Azerbaijan yaterday urged 
the west to counter the influ- 
ence of Russia in the Cauca- 
sus with political and eco- 
nomic support for the 
region's newly independent 
states. 

“The west has to expand 
its presence in the Caucasus, 
particularly in the south 
Caucasus countries (includ- 
ing Azerbaijan) - both its 
economic presence and. its 
presence in supporting the 
development of democratic 
processes in these coun- 
tries,” he said at the start of 
a three-day official visit to 
the UK. During his stay Mr 
Aliyev will sign three oil 
deals - with a potential com- 
bined value of many billions 
or dollars - with British 
Petroleum, Ramco Energy 
and Monument OO and Gas. 

The contracts are confir- 
mation that Azerbaijan 
remains an attractive desti- 
nation for foreign oil invest- 
ment, even though the finan- 
cial terms of such deals have 
became tougher since the 
landmark deal with the 
Azerbaijan International 
Operating Company was 
signed in 1994. 

Mr Aliyev criticised Rus- 
sia's role in the region, 
including its close military 
ties with Armenia, Azerbai- 
jan's western neighbour. 
Azerbaijan and Armenia are 
in dispute over the moun- 
tainous region of 
Nagorno-Karabakh, which 
was occupied by force by 
Armenia in the early 1990s. 

Mr Aliyev said he was not 
seeking military alliances 
with western countries. It 
would be better for the Cau- 
casus if the region were com- 
pletely free of military alli- 
ances. Azerbaijan Is one of 
four former Soviet republics 
with co-operation agree- 
ments with Nato, under the 
partnership far peace pro- 
gramme. But these fall short 
of being military alliances. 


Kosovo army push seen to 
carry heavy political risks 


By David Buchan an Belpade 


The increase in fighting in 
Kosovo in recent days car- 
ries high military and politi- 
cal risks for both Albanian 
separatists and Serb security 
forces. But it does not yet 
appear enough to advance 
the cause of international 
mediation in the growing 
war. 

The attempt by the Kosovo 
Liberation Army (KLA) at 
the weekend to take and 
hold the centre of Orahovac, 
a town with a peacetime 
population of 204100, and to 
get sizeable reinforcements 
in from Albania, was cer- 
tainly audacious. 

But some diplomatic 
observers also yesterday 
characterised it as a fool- 
hardy underestimate of the 
Yugoslav army along the 
border. 

The official Seth claim was 
that the KLA lost 30 men; 
however, unofficial Serb 
sources said the real figure 
was nearer 90. Up to last 
weekend, the combined 
death toll for both sides in 
the 4‘A-month war was put 
at about 300. 

The KLA wants to extend 
to the south the chunk of 
territory it holds immedi- 
ately west of the provincial 
capital of Pristina, so as to 
cut the security forces' 
extended supply lines. 

The army and police along 
the western border with 
Albania are sitting at the 
end of long supply lines that 
mostly have to pass through 
Prizren in the extreme 
south-west of Kosovo. But 
such a strategy may need 
wiser heads with inside 
knowledge of how the Yugo- 
slav army operates. 

One observer said that 
such men - Kosovar Alba- 
nian veterans of the old 
Yugoslav army - exist, but 
are only just beginning to 
come in from western 
Europe. 

The other risk for the KLA 
is political 

The weekend actions will 
not jeopardise support from 
the Albanian diaspora, 
which may now redouble 



An ethnic Albanian fighter takes cover during street fighting agahst Serb poBce in Orahovac 


supplies of money, muni- 
tions and men. But they 
could affect western public 
opinion, which has been 
overwhelmingly on the side 
of the ethnic Albanians, not 
only because of the long dis- 
crimination they have suf- 
fered at Serb bands, but 
because, so far, they have 
been the military underdog. 

Any shift in public opinion 
will make western govern- 
ments, who support auton- 
omy, not independence for 
Kosovo, more ambivalent 
towards the KLA. 

Russia, a member of the 
Contact Group on Kosovo, is 
now even more suspicious of 
the KLA, a distrust which 
the KLA reciprocated last 
Friday when its men 
roughed up an Ixvestia corre- 
spondent as a “Serb spy”. 

But the Serbs yesterday 
played an western fears that 
the KLA might draw on 
Islamic f undam en talis ts and 
spark separatism in Kos- 
ovo's neighbours. They 
claimed documents found on 
the bodies of 16 dead KLA 
members showed the men 


were from Saudi Arabia, 
Yemen and Macedonia. 

One diplomat, trying yes- 
terday to damp Albanian 
expectations of US interven- 
tion to stop the latest Serb 
counter-attacks and 
ambushes, reminded Alba- 
nians that Washington had 
tolerated fiercer attacks by 
Turks on Kurds. 

But the situation in Kos- 
ovo is different Nato is on 
record as threa tening Serbs 
with air strikes if they 
indulge in another bout of 
unprovoked repression of 
Kosovar Albanians. 

This is the military and 
political constraint on Serb 
forces. They know they have 
to watch their step, and in 
view of their track record, 
find little foreign sympathy 
when they complain that the 
KLA matches them In weap- 


onry. 

In Pristina yesterday, the 
Serbs displayed machine 
guns, mortars and anti-tank 
mines claimed to have been 
taken from the KLA. 

Off the battlefield^ the 
essential building block for 


mediation - unity within the 
Albanian and Serb political 
camps - Is missing. 

The pacifist Ibrahim 
Rugova is derided for setting 
up his own Kosovo “parlia- 
ment" by other important 
ethnic Albanian politicians, 
who are for the most part 
ex-political prisoners and 
thus feel greater affinity 
with the hard men in the 
field. 

On tiie Serb side, Slobodan 
Milosevic, the Yugoslav pres- 
ident, is being attacked by 
Serb opposition parties for 
his “do nothing" policy on 
Kosovo. By - themselves, 
these opposition parties 
count for little in Serbia. 
But, significantly, they were 
joined by Momcilo Trajkovlc, 
leader of the Kosovo Serb 
Resistance Movement, at a 
meeting with US diplomats 
in The Hague yestsday. 

There, they appealed to 
the US to take a lead. Mr 
Trajkovlc may fear that Mr 
Milosevic will one day sacri- 
fice the Kosovo Serbs far a 
peace settlement, as he once 
did the Bosnian Sobs. 
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SPAIN PRISON ORDER FOR EMPLOYEES OF NEWSPAPER LINKED TO ETA 


Basque nationalists face jail 


By Ton Bom la Madrid 


A Madrid judge yesterday 
committed to prison eight 
radical Basque nationalists 
associated with a newspaper 
closed down, last week on the 
grounds that it was linked to 
the outlawed separatist 
organisation Eta. 

The eight included three 
"Senior members oT the" 
extreme nationalist party 
Herri Batasuna, which acts 
as Eta’s political wing.. The 
prison order followed week- 
end fire bomb attacks on 
media groups in the Basque 
Country. The attacks gutted 
the studios in San 
of Cadena Ser, Spain's lead- 
ing commercial radio sta- 
tion. and damaged those of 
Cadena Cope station, owned 
by the Catholic church. 


The closure ci the newspa- 
per, Egin, was accompanied 
by the shut-down erf its sister 
radio station, Egin Irratia. 

The jail orders were wel- 
comed by politicians In Mad- 
rid because they underlined 
the official line that Egin 
had been banned because of 
the specific ties of its pub- 
lishing company with terror- 
ist activities and not because 
of its editorial defence of 


The eight defendants were 
accused of belonging to an 
armed group, of perpetrating 
business fraud at Egin, of 
laundering Eta’s finances 
and of debts to the tax 
authorities. 

Egto's closure is the first 
served against a media 
group in Spain since General 
Franco died In 1975. The cen- 


tre-right government Is sen- 
sitive to the charge that it 
has over-stepped constitu- 
tional guarantees on free- 
dom of the press. Yesterday 
Juan Alberto BeHocb. inte- 
rior and justice minister in 
the former Socialist govern- 
ment backed the order, say- 
ing he had considered a simi- 
lar ban but bad not acted for 
lack of evidence. — 

The case is being directed 
by Baltasar Gftrz6n. a judge 
who has taken a leading role 
in numerous Eta investiga- 
tions that have come before 
Madrid's national court, a 
centralised judiciary that' 
deals mostly with terrorism. 
Judge Garzun’s crackdown 
on Egin is part of. a wider 
inquiry into Eta’s finances 
that led to 11 arrests in late 
May and banning orders an 


a number of Import-export 
companies that traded with 
Cuba and other Latin Ameri- 
can countries that police 
suspect are used as base 
camps by Eta. 

Egin's journalists, whose 
editorial headquarters are in 
an industrial town near San 
Sebastian, have Issued a 
daily broadsheet since the 
newspaper was h armed and 
claim they are distributing 
40,000 copies. Despite a 
-weekend march .by- several 
thousand people through. 
San Sebastian to demand the 
newspaper's re-publication, 
the mainstream Basque 
. Nationalist party has 
remained an the gMtfliriPg of 
the. controversial ban and 
ensured that the response to 
the unprecedented -closure 
has so far been muted. 


Ireland's five-year wage 
agreement between unions 
and employers is coming 
under strain as 20,000 teach- 
ers threaten to join other 
public sector workers in 
demanding settlements out: 
side the toms of the accord. 

Partnership 2000, which 
envisages annual wage 
increases of 2J> per cent in 
return for personal tax 
reductions, has helped hold 
inflation in .check and 
proven an important incen- 
tive for foreign Inv e sto r s . 

But the . dejd is under 
threat amid signs of rising 
inflation and at a time when 
the government' enjoys 
record tax! receipts. 

The teachers* pay claim is 
particularly awkward for the 
government as It faces calls 
from the European Central 
Bank to tighten fiscal policy 
to avoid over-heating in the 
economy ahead of the 
launch of the single cur- 
rency next year. 

Earlier this month, Wim 
Dulsenberg, the EC8 gover- 
nor, said Italy and “particu- 
larly” Ireland could do more 
to curb public spending. 

Joe O’Toole, the teachers’ 
union leader, called for “a 
mare "generous Interpreta- 
tion of Partnership 2000” and 
signalled the union would 
lodge a claim in line with 
the 9 per cent deal offered to 
the Gsrda. the Irish police - 
well in excess of the increase 
agreed between the social 
partners. 

At the tiiue of the Gdffia 
settlement, Bertie Ahem, the 
prime minister. was assured 
by both sides it was an 
exceptional case. 

John Dunne, chairman. of 
the Irish ^Businessmen en d 
Employers Confederation, 
yesterday called oh the gov- 
ernment to “give a clear and 
unambig uous signal” that it 
will not allow special sector 
deals to wreck the accord. 

He said the teachers' claim 
was “disingenuous” and 
pointed out “hi the last two 
budgets the gove r nment, has 
given more in tax relief tkaij 
in the entire five years of the 
previous wages agreement." 

The teachers’ move is the 
first sign the large public 
sector unions may seek to 
emulate the Garda deal 
In another rrnricrmT devel- 
opment. Irish soldiers were 
yesterday holding a “press 
co nfe rence” outside, the min- 
istry of defence - in effect 
p icke ti ng for higher pay, an 
illegal act ' for members of 
the armed forces. 

With the advent of the 
euro, fiscal policy is set to 
replace national monetary 
policy as the primary tool of 
Ireland’s economic manage- 
ment. 

But Ireland's dilemma is 
that while the economy is 
growing at 9 per cent the 
authorities no longer have 
the option to raise interest 
rates to cool demand. 

Bat the government is 
committed to. providing fur- 
ther stimulus through tax 
cuts in line with the terms Of 
the wages pact. 


■ NEWS DIGEST 








TURKISH PRIVATISATION 


Court upholds plans for 
sell-off in energy sector 


CYPRUS MISSILES 


Yilmaz warns of conflict 


Mesut Yilmaz, Turkey’s prime minister, yesterday warned that 
plans by Cyprus to acquire anti-akc ra ft mrssSes could lead to 
renewed conflict between'Greete and Turks. “Greece mid the 
Greek Cypriots have not teamed the lessors of history, f want 
to point out that the events erf 24 yearn ago remind us how 
dangerous ihfe is," Mr YBmarsaidh northern Cypres. 

Mr Yilmaz was visiting the eastern Mecfiterranean Island to 
mark the anniversary erf the Turkish Invasion of Cypres on 
July 20 1974. Turkish troops landed on the (stand in response 
to a Greek Cypriot coup backed by Greece. Cypres has been 
divided into two rival sectors since then, da^tts frequent bids 
by international mediators ta reuinita it. Tension rose after the 
Cypriot government last year announced plans to buy S-300 
anti-aircraft missiles from Russia. Turkey, which keeps 30,000 
troops in northern Cyprus, has threatened to use force to pre- 
vent themissUe installation. 

Greece said the presence of top Turkish officials' in northern 
Cyprus was a “sign at weakness” which confirmed “that Tur- 
key illegally occupies part of the island and hss no intention 
of easing the crista". Reuters, Athens 


THE NETHERLANDS 


Kok to form new cabinet 


Queen Beatrix of The Netherlands yesterday asked Wbn Kok, 
the acting prime minJster. to appoint a new cabinet, ensuring 
the continuation of Ns four-year-old edafitbn of Labour, Liber- 
als and centrist parties. The three parties reached final agree- 
ment on tbek programme for tha next partament at the week- 
end. General elections on May 6 relumed the boafition with an 
increased majority.. Mr Kok and his fsUcw party leaders Frits 
Boflcestein end Thom de deaf met the queen earfier yester- 
ctey to present thek fteal report and recommended she should 
appoint Mr Kok to form the government “Our task (as media- 
tors) is hereby completed," said Mr Kok. He said talks on a 
naiw government accord had dragged on longer than the six 
•weeks initisfiy foreseen because of several poScy . differences 
between prospective partners. Reuters, The Hague 


GERMAN COMPANIES 


Direct investment abroad rises 


German cfirect investment abroad qffl reach a record high this 
year, exceedrig the 1995. figure of DM52_2bn ($29bn), accord- 
ing to a report pubBshed by Germany's chambers of industry 
and commerce (DMT). The report is compfied from data col- 
lected by DIHTs representations In 74 countries. 

Forergn investment abroad In the first five months of 1998 
-stood at DM25.7bri, compared with DM18-8bn last year. 

- German companies Invested DM51 J5bn abroad in 1997, up 
from DM42J5bn in 1996. EU countries and North America 
received the biggest share, with DM22.4bn and DM13bn 
respectively. This trend wouid continue in 1998, the report 
said. The Asia-Pacific? region saw German investment drop to 
DM3.4bn in 1997 from DM5.5bn the year before. In spite of 
massive currency devaluations ki the region, German compa- 
nies were still cautious about investing in Asian countries this 
year. Tobias Buck, Bonn 


INVESTMENT IN MACEDONIA 


Cement deal breakthrough 


Titan, a feadng Greek cemwit phxtocefrahd Hofcter&dnk Of 
Switzerland have agreed to buy a controifing stake in Cemen- 
tamka Usja, a MaicedoNari proctecer, h what would be the 
biggest foreign Investment to date In the former Yugoslav 
republic. Titan declined to say how much the partnership 
would pay for 83 per cent of IJsje, the orty Macedonian 
cement producer. But analysts in Skopje said the company's 
workforce; the mate shareholders, would accept a price of 
about 328m. 

The deal marks a breakthrough for trig Greek companies 
trying to expand in Macedonia. A Greek bank and several 
industrial concerns have been unable to malre acquisitions 
there because of a tong-amning poiftfeal dispute over Macr 
edorjia’s name. Greece says the republic should change its 
name to avoid Implying a daim on the Greek province of 
Macedonia. 


The smallest and poorest republic In former Yugoslavia, 
Macedonia has attracted less foreign direct investment than 
any other transition country in eastern Europe. The broaden- 
ing conflict in Kosovo has revived western tavestore concerns 
about poUtfcal stabffiy because of fears that Macedonia's 
large ethnic Albanian minority may be drawn into the fighting. 
Kerin Hope, Athens 


HUNGARIAN BORDER 


Upgrade to^ebst $138m 


Hungary's border protection units need Ft30bn (SI 38m) in 
investment over the next five years In order to mart the 
pean Union's Schengen requtaaments, fee country’s border 
fates said yesterday. Hungary, which aspires to join the EU 
in 2002, needs the cash for computer systems and new 
vehicles,' Bafaza Novaty. Vfonmrimdar of toe border forces, 

said yesterday. Lieutenant-general Novaky complained that 
his guards are frequently; unable to catch border violators who 
frwreasingly use high performance vehicles to cross lnto 
neighbouring countries. - 

Apart from the western frontier with Austria, .Hungary’s land 
hordes ere afl with non-EU Mates, notably former Yugoslavia, 
Slovakia, Ukraine and Romania, and iffiett crossings have risen 
40 par cent this year. Border units have thwarted 202 organ- 
d attempts to smuggle people cut this yetf.* spokesman 
said lari wedd According to other sources, 21300 people 
hava been been ceugW'attempinig to leave Hungary, and a 
slmflar number returned from neighbouring countries so far 
this year. Kestar Eddy, Budapest 
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Turkey’s ooristitutkina! court has rejected a bi d to ann ul a 
14-yeer-dW taw designed to enable energy privatisations, the 
coiat chairmen, Ahmet Necdet Sega 1 ,' said ye sterday. ^W nh 
this decision, afl hurdtea ta front of energy privatisations have 
now been owfcomb,’ said Cumhur Eraumer, energy minister. 

. Energy privatisation tenders ©sued by the'mtaistry this year 
and iMt are expected to bring ta revenues of *3£bn. 

The Council of State, Turkey's top administrative cout 
decided to appeal against the law earlier this month. But Mr 
Sezer said the constitutional court had deckled six to five, that 
the appeal was "not applicable" and that there was "no need 
fcy take the case father end Investigate Its essence". 

The taw enables companies other than the government’s 
production, tr an smission and efistrfoutton companies to pro- 
duce and distribute power in Turkey. The - third article ctf the 
tew authorises the energy ministry, to seal contracts with pri- 
vate-companies after the approval of energy sate oontrads by 
the cabinet of government ministers. AB such contracts are 
subject to the Council of State’s approval subsequently, 
according^© the constitution. Reuters, Ankara 
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EUROPE 


EasyJet in Athens court battle 


By Mcbad Skaphker, 
Aerospace Correspondent 

EasyJet, the cut-price UK 
airline, begins a court battle 
in Athens today against 
Greece's travel agents, who 
object to the carrier's policy 
of by pas s ing their service 
Four federations of Greek 
travel agents have accused 
EasyJet which began flying 
from London to Athens this 
month, of “commercial hooli- 
ganism". 

The travel agents allege 
that EasyJet’s advertise- 
ments in the Greek press 
have been minTpadtng 
They said the airline's 
advertising slogan. “Forget 
your travel agent”, is “unac- 
ceptable and provocative". 

Stelios Haji-Ioaanou, 
Easy Jet's Greek-born chair- 


man. argued that it is up to 
passengers to choose 
whether or not to fly with an 
airline which does not use 
travel agents. 

The Greek want- battle is 
Mr Haji-Ioannod*s second 
legal fight in recent months. 
In May. EasyJet won the 


unfair behaviour. In their 
own advertisements in the 
Greek press, the travel 
agents accuse him of mis- 
leading consumers over a 
range of issues, including 
failing to tell passengers that 
EasyJet does not serve free 
meals or drink on board. 


any of the frfDs usually asso- 
ciated with air travel. 
EasyJet does not issue 
boarding cards, and passen- 
gers sit where they choose. 
Passengers who require on- 
board refr eshments have to 
pay for them. 

EasyJet does not use 


EasyJet is one of several low-cost airlines which have 
sprung up after liberalisation of the EU aviation market 


right in the high court in 
London to hring an action 
for unfair competition 
against Go, British Airways’ 
low-cost carrier, although it 
tailed to get an injunction to 
stop Go from operating. 

In Greece, it is Mr Haji- 


In launching services from 
London to Athens, Mr Haji- 
Ioannou is relying on the 
formula be has used on his 
UK and European short-haul 
flights since founding 
EasyJet in 1995. 

The airline offers cut-price 


loaxmou who is accused of lares, but does not provide 


travel agents. Passengers 
book directly by telephoning 
the airline’s booking office 
at its base at London's Luton 
airport. 

EasyJet Is one of several 
low-cost airlines which have 
sprang up in the wake of the 
liberalisation of the Euro- 
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By Robert Anderson In Prague 

The Czech Social Democrats 
(CSSD), winners of last 
month's election, have 
unveiled a largely 
Inexperienced cabinet 
line-up which puts 
moderates in charge of 
economic policy but leaves 
out the party's young rising 
stars. 

The government’s 
minority status has 
diminished worries that it 
might attempt to push 
through a radical leftwing 
agenda. 

Milos Zeman, the party’s 
leader, who was appointed 
prime minister on Friday, 
hand-picked the team and 
won the acceptance of the 
party's central committee at 
the weekend. 

The minority government 
is due to be sworn in by 
President Vaclav Havel 
tomorrow. 

Mr zpman has ignored Mr 
Havel’s concern that two of 
the ministers could be so 
controversial that it could 
impair their abilities to 
perform their roles. 

Senator Jan Karim, the 
foreign minister, and Vaclav 
Grulicb, interior minister, 
have both fought allegations 
that they co-operated with j 
the communist secret 
services. 

Mr Zeman has also left out j 
the party’s two most popular 1 
figures, Stanislav Gross, who 
win instead be head of the j 
parliamentary group, and I 
Petra Buzkova, who will be 
deputy speaker. 

Both the young moderates ! 
are believed to have an 
uneasy relationship with Mr 
Zeman; Mr Gross is regarded 
as a potential successor. 

Since this is the CSSIFs 
first government since the 1 
fall of c ommunis m, few of 
the ministers are | 
experienced, but Mr Zeman 
has drawn on converts from 1 
the 1990-92 centrist Civic i 
Forum a dminis tration to fill I 
the economic posts. 

His only non-party 1 
appointment is that of I 
Otakar MotejL chairman of 
the Supreme Court, who as 
Justice minister will 
guarantee the neutrality of I 
the anti-corruption drive. 

Ivo Svoboda. once a 
deputy finance minister, will 
be finance minister; 
Miroslav Gregr, a former 
engineering minister, will 
take over at trade and 
industry. 

They will be overseen by 
deputy premier - Pavel 
Mertlik, an economist, who 
is likely to take Mr 
Svoboda’s side against the 
more interventionist 
industry minister and 
promote bank privatisation. 

Mr Mertlik is one of four 
deputy premiers who will 
co-ordinate the 15 ministries 
and ease Mr Zeman’s 
workload. 

Vladimir Spidla, put in 
charge of labour and social 
ministries, is the most 
prominent leftwinger in the 
cabinet. But even he has 
recently talked down 
expectations of big budget 

deficits to increase welfare 
benefits in the current 
economic downturn. 

Czech businessmen are 
optimistic that, although the 
minority government can 
use wide executive powers, 
it will be forced to take a 
moderate course. It will need 
to win the support of other 
parties to pass legislation, 
such as the budget. 

“The list of government 
members is worrying, but 
the market expects that the 
CSSD will have to modify 
their programme.*' said 
Daniel Gladis, head of 
brokers Atlantik. 


By Christopher BoMnskl 
in Warsaw 

Poland is planning a 
reshuffle at the top of its 
European Integration com- 
mittee in ah attempt to 
streamline its drive for mem- 
bership of the European 
Union and Improve its imag e 
in Brussels. 

Yesterday Jerzy Buzek. 
the p rime minister, said he 
had tafrpn decisions to make 
“organisational changes" in 
the integration committee 
and did not deny that he was 
planning to head the com- 
mittee himself. 

This would mean a down- 
grading of Ryszard Czar- 
riprici , the present h«ari of 
the integration committee, 
who is file government min- 
ister responsible for adapt- 
ing Poland for EU member- 
ship. 

Last May Brussels sig- 
nalled that it had lost confi- 
dence in Mr Czarneda when 
it cut Ecu 34m ($37m) from 
this year’s Ecu2L2m Phare 
aid package. The European 
Commission then argued 
that aid programmes had 
been incompetently pres- 
ented by the integration 
committee. 

Yesterday Mr Buzek said 
that he would make his deci- 
sions known at the “appro- 
priate moment". 

This could be as early as 
next week. Yesterday Mr 
Czamecki refused to com- 
ment on the prospects for 
his own future. 

However, by moving 
against the head of the inte- 



Jerzy Buzsk, prime minister amid he had taken dac ai o n e to make 
‘organisational cha nge s' hi the European h i ta x ation committee 


gratkm committee the prime 
minister risks am n<dng the 
fury of the Christian Nation- 
alist party. 

This is a small but influen- 
tial rightwing party once 
headed by Mr C^roer.iri, 

Last may the party threat- 
ened to leave the governing 
coalition if Mr Czamecki 
was sacked. 

Meanwhile, a recent study 
by the Institute of Public 
Affairs, an independent 
think tank, shows that sup- 
port in Poland for EU mem- 
bership haw fallen this year 
from 64 per cent in February 
to 58 per cent last month. 


The study also shows that 
a majority of Poles want 
their negotiators to win 
them the right to work in 
the EU soon after member- 
ship. 

This issue promises to be 
one of the most difficult of 
the membership taifca- Ger- 
many and Austria are seek- 
ing to impose long transition 
periods on free movement of 
labour from the new mem- 
bers into the EU. 

At the same time the 
study shows that few Poles 
oppose land sales to foreign- 
ers after their country Joins 
the EU. 


Poles weigh up pros 
and cons of the euro 



Living vrith 
the euro 


By Christopher BoMnsfd 

Polish households and the 
state have for decades used 
the US dollar as a mattress 
and reserve currency respec- 
tively. 

Crane the euro, however. 
Poles will have to decide 
whether to trust the cur- 
rency of their future or stick 
with the currency they trust 

With negotiations for 
membership erf the European 
Union at the preliminary 
stage of comparing local and 
EU laws, the government 
has said that Poland will be 
ready to join the EU at the 
end of 2002. 

However, according to the 
National Bank of Poland, the 
central hank, it will take to 
2006 before the country will 
be in a position to relinquish 
jts zloty currency and take 
up the euro. This will he 
three years after it has 
become the common cur- 
rency for at least 11 of the 
ElTs existing members. 

Nevertheless, the EU is 
Poland's biggest external 
commercial partner account- 
ing for two thirds of annual 
trade, and Polish hanks and 
companies will find them- 
selves having to cope with 
euros from next January. 

Bogdan Karski is in charge 
of preparing for the chang e 
at the Bank Handlowy which 
handled 28 per cent of the 
country's foreign trade 
transactions last year. He 
views the development with 
equanimity. 

Corporate clients will be 
able to open euro accounts 
at the hank and mate and 
receive transfers in either 
the new currency or the tra- 
ditional currencies as long 
a s they remain legal tender. 
“It vrill be a relatively simple 
operation as the rates 


between the various curren- 
cies will be fixed," he said. 

At Zelmer, a successful 
state-owned white goods pro- 
ducer in the south-eastern 
city of Rzeszow, Zbigniew 
Kedzia, the foreign sales 
manager, does not foresee 
big problems with payments. 

With exports wrath about 
70m zlotys ($20m) to the EU 
last year he also dismisses 
the challenge posed by the 
greater price transparency 
the euro will bring. 

“At the moment our prices 
are already very simil ar in 
the various EU countries so 
euro-pricing won’t change 
much." he said. 

The message at Animex. a 
listed food processes’, which 


when it will be cohabiting 
with the 10 national curren- 
cies. 

He also points out that 
there could be monetary tur- 
bulence when the black mar- 
kets of the countries of the 
former Soviet Union begin to 
move out of the D-Mark and 
decide to do so in Poland, 
where the US dollar still 
dominates the Informal econ- 
omy. 

Poland’s regard for the US 
dollar is reflected in the 45 
per cent weight it is given in 
the currency basket to 
which the zloty is pegged. 

The D-Mark, by contrast, 
carries a 35 per cent weight 
Conversely, the Hungarian 
forint and the Czech koruna 


if a greater share than hitherto of 
Poland’s reserves is held in the euro, 
it will signal that the country’s 
heart is increasingly with Brussels 
rather than with the US dollar 


sells around 200m zlotys 
worth of meat products a 
year to the EU, is the same. 
Jerzy Napiorkowski, the 
finance director, does not 
expect the euro to throw up 
any surprises on prices. 

“Both our clients and our- 
selves know the price tags of 
items In various markets 
already." 

However he recognises 
that the euro will make 
accounting much simpler, 
reduce exchange rate risks 

nnd roalrp insuring transac- 
tions easier. . 

However. Jan Solarz. a 
member of the NBP*s euro 
task force, sees problems. 
Laden with Bank of England 
publications outlining the 
implications of being a 
euro-outsider, he frets that 
Polish legislators have yet to 
define the euro’s legal status 
for the transition phase 


baskets weigh the dollar at 
no more than 35 per cent 

Krzysztof Rybinski, an 
analyst at ING Barings, says 
that this gives the zloty a 
competitive advantage. It 
also raises the question . of 

whether Poland’s Monetary 
Policy Council will give a b& 
share to the euro in the bas- 
ket. 

. Indeed, it is also possible 
that a greater share than 
hitherto of Poland's reserves 
wiD be held in the euro. 

In what is seen by some as 
a struggle for primacy 
between the US dollar and 
the new European currency, 
this will be as much an eco- 
nomic as a political decision. 

It will signal to the EU 
that Poland’s heart is 
increasingly with Brussels 
rather than with the US dol- 
lar, where it has been for 50 
years or more. 


pean Union aviation market, 
which was completed last 
year. 

However, its competitors, 
such as Ryanair, the Irish 
carrier, do accept bookings 
through travel agents. 

Mr H a] 1- loaxmou initially 
considered launching the 
airline in Greece, but 
decided to base EasyJet in 
the UK instead because of 
the country's more liberal 
aviation and labour markets. 

EasyJet began flying from 
Luton to Scotland, but has 
since begun offering flights 
to continental European des- 
tinations, including Amster- 
dam, Nice and Barcelona. Mr 
Haji-Ioannou said be expec- 
ted the new Athens service 
to be strongly supported by 
the estimated 50,000 Greek , 
students at UK universities, i 
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Theo Waigai, German finance m fc i tetar. strides past a poster of himself on Ns wsy to a CSU party 
leaders’ meeting in Munich yesterday. Germany's general elections are set for September 27 AP 
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By Walfgang MuBcftao 
biftsktat 


Senior European monetary 
officials have indicated that 
interest rates under forth- 
craning economic and mone- 
tary onion may not be as 
low as some forecaster cur- 
rently expect 

The level of short-term 
interest rates at which Emu 
will start next year has been 
subject to heated speculation 
among analysts. European 
Central Bank watchers pre- 
dicted last year that the euro 
would start with interest 
rates of around 5 per cent. 
Today, the consensus fore- 
cast has shifted down to 35 
per cent 

But some central bankers 
are warning that economic 
growth in the euro-zone is 
unusually -strong and that 
the first signs of capacity 
shortages are emerging. 

One senior central banker 
hinted that national central 


h anks might put up their 
interest rates in the third or 
fourth quarter this year. 

He said: “The economy is 
picking up quite strongly. 
There is something in the 
pipeline before the end of 
the year." 

Some estimates project a 
starting euro interest rate as 
high as 3.8 per cent The 
ECB may also raise rates 
next year. 

The warning cranes after 


warns against monetary 
tightening and suspects that 
economic growth in the 
euro-zone economy may 
already have slowed down 
after a strong first quarter. 

He said deflationary pres- 
sures resulting from the 
Asia crisis were widely 
underestimated in Europe. 

Mr Walter also predicted 
that the German elections in 
September would have a 
negative short -term effect on 


Some central bankers warn that the 
first signs of capacity shortages 
are emerging in the euro-zone 


the EG3 and the European 
Commission published fore- 
casts which predicted that 
the euro-zone economy 
would grow by around 3 per 
ren t this year. 

Private sector economists 
are divided about the imme- 
diate growth prospects of the 
euro-zone. 

Norbeii Waiter, chief econ- 
omist of Deutsche Bank, 


growth because people 
would hold off investments 
until the new government 
presented its economic poli- 
cies. 

Central bankers acknowl- 
edge that Emu will start at 
the best possible cyclical 
position - at the beginning 
of an economic upturn. 

However they are becom- 
ing increasingly concerned 


about the strong growth in 
money supply. 

Earlier this month the 
ECB said euro-zone M3, a 
measure of broad money, 
increased by an annual rate 
of 6.5 per cent in April. 

The figure is made up of 
national data which all point 
in different directions. In 
Germany, M3 is well 
behaved. 

It is currently growing at 
annualised rates of 45 per 
cent, right in the middle of 
its target corridor. This sug- 
gests that the German econ- 
omy is facing few inflation- 
ary pressures. 

In France monetary indi- 
cators are more buoyant Ml 
and M2, two narrow indica- 
tors, increased by around 10 
per cent in May. An 
extended measure of M3 
increased by about GA per 
cent 

None of these data suggest 
that the euro-zone is facing 
imminent inflationary pres- 
sures. 

But they do indicate that 
the monetary policy of the 
euro-zone could be tighter 
than current policy. 
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June 30. 

June 30, 




1998 

1997 

1998 


1997 

Assets j 



tin Ihno^mdi of USS except per share data) 



Cash and due from banks 

$ 

1,066.843 

$ 687209 

$ 144317 

$ 

64,130 

Interest-bearing deposits with banks 1 


8.626,903 

5.413300 1 

6.847.456 


6,652.675 

Precious metals 1 


782.266 

982308 

— 


— 

Investment securities 


24. 767.936 

23.607329 , 

J0J233J2 


S.91 9.721 

Trading account assets 

Federal funds sold and securities purchased 


4242.167 

4.826330 ! 

314,902 


224.184 

under resale agreements 


2218297 

2,094.029 

— 


— 

Loans, net of unearned income 


1 3.8 16.426 

12,801,173 

2378396 


J.994.6J7 

Allowance for credit losses 


<326.776) 

(325326) 

(135352) 


(120,917) 

Other assets 


4.724.920 

5.965.180 

878.655 


806.628 

Total assets 

S 59,919.082 

$ 56.051.732 

$20,751,886 

$ 18341.038 

Liabilities 







Total deposits 

S 34.220.625 

S 33234.918 

$ 15285.993 

$ 14396.996 

Trading account liabilities 


3,982.668 

4204.047 

273324 


194.034 

Short-term borrowings 


10.214.634 

6.972.6S5 

1375.152 


1231270 

Other liabilities 


3.131.440 

4.073,638 

728.808 


476289 

Long-term debt 


1 -883.884 

1.499.051 

725.852 


543.974 

Subordinated long-term debt and perpetual capita) notes 


2.650.000 

2.400.000 

250.000 


— 

Mandatorily redeemable preferred securities 


350.000 

350.000 

— 


— 

Shareholders’ Equity 

Cumulative preferred stock. 


500.000 

400.000 

6.875 



Common stock and surplus, net of treasury shares . . . 


658.946 

731378 

1,083301 


891.656 

Retained earnings 

Accumulated other comprehensive 


2.428203 

2.093315 

870.043 


699.024 

income (loss), net of taxes 


(101318) 

92300 

(47,862) 


107.795 

Total shareholders' equity.' 


3.485.S3I 

3317393 

1.912357 


1.698.475 

Total liabilities and shareholders’ equity 

$ 59.919.082 

S 56.051.732 

$20,751,886 

5 18341.038 

Book value per common share 

S 

27.64 

S 26.61 

$ 2421 

$ ' 

24.06 

Client portfolio assets held in custody 




$ 18.722308 

S 15.095.097 

Net income, for the six months ended 

S 

236311 

S 220.749 

$ 150380 

$ 

1 19,603 

Net income per common share - diluted 

5 

2.08 

5 1.94 

$ 2.08 

$ 

1,68 

Average common shares outstanding - diluted 


106.694 

107.412 

71.127 


71.090 

. 


^ Risk-Based Capital Ratios 

As of June 30, 1998. Republic New York Corporation’s risk-based core capital ratio was 12.70% (estimated) and total qua- 
lifying capital ratio was 21.10% (estimated). The ratios include the assets, risk-weighted in accordance with the require- 
ments of the Federal Reserve Board specifically applied to Republic New York Corporation on a folly consolidated basis, 
and capital of Saha Republic Holdings SA. Total consolidated assets under these requirements ex c e e ded USS 75 billion 
and total consolidated capital, including minority interest and subordinated debu exce eded US? 7.8 billion. . 
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_ ASIA-PACIFIC _ - 

EC0N0MY ACTION ON CORPORATE TAX ARREARS AS SLOWDOWN HITS BUDGET PLANS . 


Beijing to combat faltering revenues 


China is planning ptrafiig' 
measures to tackle corporate 
tes arrears as part of l aw- 
Psfea to revive budget .reve- 
nues hit by the Ca^eripg 
domestic economy ar ^ faii. 
out from the Asian crisis, , 
Zhang Wei, directorTgen- 
Etal of the State Bureau of 
Taxation’s general aff&irsi 
office, said corporate tax 
arrears totalled RM&lObn 
($4J3bn) at the end oT. jtme, . 
compared with total receipts - 
in the first half of the yjpstk of 
RMB389bn. “This has:jrtada 
serious effect on our tak-cd- • 


lection," said Mr Zhang. 
‘The, state council (cabinet), 
will issue a document to rec- 
,tify the arrears problem.’' 

:• - This ■ was expected to 
decree that no central gov- 
ernment tax receipts should 
;be. transferred to regions 
-where evasion of arrears 
payments was prevalent, Mr 
Zhang said. This is a serious 
.threat;, regional authorities 
lewived more than one-third 
■of central gov e rnment taxes 
' collected In tbeir areas last 
year. • 

. The -state council order 
would also stipulate that 
-state bank loans might be 


extended to viable state com- 
panies to assist them in pay-, 
ing arrears, Mr Zhang said. 
Lastly, If companies had 
funds but consistently Med 
to pay arrears, their corpo- 
rate leadership might be 
replaced.. - 

The Importance that the 
government accords to tax 
collection this year indicates 
ad acute shortage of state 
frmds, economists said. Bud- 
get revenue. is regarded as- 
particularly important this 
year because Beijing has 
begun to spend, heavily on 
infrastructure investments 
to stimulate the economy. 


Bonds - perhaps off-budget 
- may also be issued for this 
purpose, officials. have said. 

Tax revenues are aim cru- 
cial to enable the govern- 
ment to meet welfare pay- 
ments for hundreds of 
thousands of state workers 
being laid off as indebted 
state enterprises are restruc- 
tured or closed, street dem- 
onstrations by pensioners 
who have not received state 
.pensions for months have 
become a relatively co mm on 
sight in some parts of the 
country. Overall, tax collec- 
tion in the first half was 
below target but better than 


generally expected. Indus- 
trial .and commercial tax 
receipts climbed &8 per cent 
to RMB389.4bo, compared to 
a 7 pa* cent rise in gross- 
domestic product. But the 
second half of the year holds 
many Challenges. 

Receipts from the retail 
sector fen 42 per cent- in the 
h a lf due to nine months 

of deflation and declining 
growth in 'ymsomer spend- 
ing. There is no evidence, 
however, that consumption', 

- which accounted for 38 per. 
cent of GDP in the tost half. 

- will pick up in the second 
half of the year. 


Customs .receipts fell 122 
per cent to HMB23-Sbn in the. 
first half due to slower trade' 
.activity 'Kilowlng' the Aslan 
financial crisis. Some econo- 
mists believe that China's 
trade growth will continue 
’ to slow, in -the second halt 
. further -hittbig. import tax 1 
receipts, g" it does slow r 'tbe 

government may -have' to 
award more: tax rebates, to 
exporters, analysts .said/ 

' Kardpant smuggling and. 

cormpflcm are also prob-' 
lems. Some - companies 
Obtain forged -export certifi- 
cates tTn <^ ' ffo v n - i to claim 
rebates. Hr Zhang said. - - 


Rural afeas present 
Estrada with his first 
big ecofemic test 

Alleviation of countryside poverty and 
revitalisation of the farming sector must 
now be priorities, Justin Marozzi writes 
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D eep in the southwest- 
ern province of Maguln- 
danao, one of the ;most 
fertile areas in the Philip- 
pine archipelago, President 
Joseph Estrada faces; his 
first big economic test; since 
his landslide election last 
month. 

“Estrada has said he 
favours agriculture. : We’ll 
soon see If he means busi- 
ness,” says Moner Dumama, 
head or the Board of Invest- 
ments In Cotabato City, the 
provincial capital. “Agricul- 
ture is very important to us. 
It’s our main source of liveli- 
hood. We especially need 
farm-to-market roads and 
irrigation.” 

Buffeted by El Nifio, agri- 
culture is forecast to con- 
tract by about 25 per cent 
this year, against 2.8 per 


Philippines, the Manila- 
based Asian Development 
Bank makes a series of 
recommendations for further 
reforms to stimulate rural 
development Improving irri- 
gation systems, which at 
present cover only 42 per 
cent of irrigable areas, is a 
priority, with scope for 
improving the yield and pro- 
duction of paddy. 

Once a hope for real prog- 
ress, the government's 10- 
year-old land reform pro- 
gramme has sunk into the 
mire of landowner resis- 
tance, bureaucracy and 
insufficient funding. It 
requires at least 55bn pesos 
($1.3bn) to finis h the pro- 
gramme, the ADB estimates. 

Of tire 10.3m hectares of 
land earmarked for redistri- 
bution, only 42m, most of it 


.Ms* ■. 




A farm worker harvesting sugarcane in the Ptunppines Reuters 


cent growth in 1997. That public property, have been 


matters, not least because 
the farm sector accounts for 
more than 40 per cent of the 


transferred. Failure to make 
significant progress here has 
contributed to an erosion in 


workforce and 20 per cent of the collateral value of land. 


gross national product 
The rural areas in particu- 
lar will be the litmus test for 
Mr Estrada's pledge to 


and a decline in rural invest-, 
ment which has held bade 
rural growth. 

Improving rural infra- 


red uce poverty. About '35m structure, too often woefully 
people, or half of the court-, inadequate, is critical* Effec- 
try's population, live ip- the tive Treads, - bridges, storage-. 


countryside; of the 35' per 
cent of the country ' that 
exists below the poverty 
line, the rural population 
makes up the lion’s share. 

As Henri Lone, the Inter- 
national Monetary Fund's 
senior resident representa- 
tive in Manila, argues: ^Pov- 
erty alleviation must remain 
a key objective of any gov- 
ernment and clearly, that is 
not possible until something 
is done to improve produc- 
tivity In agriculture. There 
has been some poverty 
reduction, but not what one 
would bope for,” 

In its latest report on the 


facilities, electricity, ports 
and communications are 
required to boost output. 
. “Lade of public investment 
is a key factor behind the 
poor state of rural infra- 
structure," the ADB says. 
The bank estimates $8bn is 
needed annually to develop 
the country's infrastructure. 

Limited access to rural 
credit is another "major 
obstacle to rural employ- 
ment and income genera- 
tion", says the development 
bank. Banks and savings 
and loans associations 
account for only 30 per cent 
of rural credit, with the bal- 


ance provided by Informal 
money lenders who charge 
significantly higher interest 
rates. The ADB recommends 
reducing banks' intermedia- 
tion costs, allowing other 
banks to operate in rural 
areas, removing credit subs!-' 
dies, and encouraging non- 
governmental organisations 
to play a greater role in pro- 
viding credit. 

Local government bodies 
also need strengthening if 
they are to deliver adequate 
extension services. Responsi- 
bility for their deliver was 
transferred from national to 
the load- tevd in.lffel, but 
the transition bedn diffi- 
cult and merely resulted in 
under- investment. 

Mr Estrada's pledge to 
EeduceLpoyerty sgid focus on 
agricultural 7dterelgfpmerit> 
and. the ADB‘s bluegrint for 
restoring the anirig form sec- 
tor to health, .i ill be 
severely tasted, not east in 
those areas requirin ; public 
investment. • ‘ 

. The. regional economic 
slump threatens to leave a 
budget deficit of about 40bn 
pesos this year, putting pres- 
sure on much-needed public 
tnputs. The department of 
agriculture hopes to be 
spared the 25 per cent 
across-the-board spending 
cuts imposed by the outgo- 
ing administration. 

William Dar, the new agri- 
culture secretary, says he 


will give priority to irriga- 
tion, rural infrastructure, 
research and development 
and access to credit 

Development of the farm 
sector will take place within 
the new a dminis tration's 
c ommi tment to increased lib- 
eralisation, he says, hut 
declines to comment on 
issues such as how the Phi- 
lippines will meet its inter- 
national commitments on 
tariff reduction that threaten 
inefficient sectors such as 
the sugar industry. 

When asked where the 
government will seek the 
capital required to revive the 
farm sector, Mr Dar says he 
will look at increased use of 
the government’s innovative 
build-opera te-transfer pro- 
gramme. 

“ “Thie; ; priwite ? doctor is a 
key one with farmers 
because it creates enter- 
prises. employment add 
wealth.” he says. “This part- 
nership with the public sec- 
tor needs to be nurtured and 
enhanced.” 

Economists welcome Mr 
Estrada's shift of focus to 
what has long been a brake 
on national growth. The 
challenge, as the Philippines 
braces itself for Anther fall- 
out from the Asian crisis, 
will be to harness invest- 
ments from the public and 
private sectors, and lay the 
foundations for an agricul- 
tural revival 


By Jfamny Bonn bi London 

An Isle of Man high court 
judge has blocked the sale of 
a property beneficially 
owned by Ali Zardari, the 
husband of Benazir Bhutto, 
former prime minister of 
Pakistan. 

The move is the result of 
an investigation by the Paki- 
stani government into assets' 
belonging to Ms Bhutto and 
her husband around the 
world, which are alleged to 
have been bought with the 
proceeds of . corruption and 
drug itwiHwg 

The Judge made the order 
alter examining evidence 
that the property, a mansion 


-officials of- defaming her 
family. - . . 

But the legal net has been 
tightening around- Ms 
Bhutto and her husband In 
recent days following a 
protracted investigation that 
has been vigorously opposed 
through the courts 
fix Switzerland, judicial, 
officials have disclosed that 
-a Geneva, judge, Daniel 
Devaud, plans to indict Ms 
Bhutto in the- next few' days 
after indicting Mr Zardari ■ 
with .money laundering 
.offences:-''-. ’•> v 
The judge has already 
indicted a former Benior 
executive, of Sodfite Gener- 
ate de Surveillance (SGS), 


surrounded by 500 acres of the trade testing and ihspec- 
land in Surrey, outside Lon- tton company, with money 
don, was purchased in Octo- laundering offences finked to 


her 1995 for $4m on behalf of 
Mr Zardari by Romina prop- 
erties, a company registered 
in the Isle of Man. 


contracts in Pakistan. The 
executive,. Hans Fischer; left 
SGS las October after an. 
internal company inquiry 


The government of the Isle- into allegations of corrup- 
af Man, which is a UK crown tion hhked to MtTBhutto. 


dependency, together with 
the UK and Swiss govern- 
ments have agreed to offer 
legal assistance to the Paki- 
stani government in their 
international probe. 

Documents on hank trans- 
actions and property pur- 
chases, involving Ms Bhnjto, 
and b€p i prahyftfl 
ted to be' transferred jto ; the 
Pakistani government by THE- 
and Swiss officials in the 
coming weeks. 

Ms. Bhutto has denied 1 that • 


A court in Lahore* Pakis- 
tan* last week issued a nan- 
bailable warrant for Mrs 
Bhutto to appear in court by 
July 27' after dismissing an 
application questioning cor- 
ruption. charges filed 
against' 

.-■Ms Bhutto, . sacked as 
I prini e minister 'In November 
1996 and. now leader of tile 
opposition, is bdieved tbhe 
in Dubai. .' ' 

Mr Zardari was impris- 
oned soon after Ms Bhutto 


either she or any of her fern- was toppled from power, and 
liy engaged In criminal has remained ih jail ever 


activities anywhere in the 
world, and has accused the 


since. _ _ • " . • ■' 

. The isle erf Man. an aff- : 


Pakistani government of shore tax haven, has In 
orchestrating a political ven- recent years been tightening 


detta against her. 

She has denied charges by 
Pakistani officials that she 
siphoned millions of 'dollars 
out of Pakistan and accused 


up its money laundering leg- 
islation to !hring it into line 
with the UK mainland, other 
European countries, and- the 
US. 


; NEWS DIGEST 


IMPACT Cftt Sf S, : ^ 

Unemployment at 15-year 
high in Hong Kong 

Hong Kong's govfimmwii>startiay 

dowptnm in the territory's ^ 

urwmjri^erttt^-risentoa.l^^ percent In 

worae btfpreW get better," said 

‘Donald Tsang; .financfel 

hriglonal financial crisis. «ThsW gh tswmptoy ^^ry 
'.remain Wtth us for some bm«" ■ 

. compare*#* a revised jobtaw rate 
MattfHMay .period; was tee blast «yidafloe of 8 

nirnoa into recession.- Economists predict gross domestte 
product wiS fafl by. frrtwpan 1 P*; cant arid 4 parcent tote 
year as collapsing "consumption, tumbteg- property prices, 
arida^ In tourism tetottte^ 

■- Mr Tsang said the effects of tax concessions fo Februar/s 
bmfoet and a series of stimulus measorea announced last 
rifomh were Wining to fitter through Into the ac»nomy.He 
added teat the government was cpnskfarmg the acrateradan 
otinfiastfUcfore protects to address the downturn and teat a 
HK$2bn ($ 258 n^tond to help smalTand medlum-soad com- 
panies wxild fti pres entedto tee legislature far approval at 
teeetid'of foe -month. John RkkSng, Hong Kong 

THAI JOBLESS 


Further redundancies feared 

Thailand’s labour ministry warned yesterday teat up to 
270,000 more industrial workers could be made Jobless In the 
coming months unless debt-ridden manufacturing companies 
received debt refief of about Bt35bn ($856m). 

The ministry, said up to 80G factories were on the verge of 
dosing down due to fiquidfty. problems. Many Thai companies 
have, bearj unabfe to meat loan payments and denied access 
tacapkalhy baiks. 

' Thaaand^s National Btatfettas Cttflce estimates there are 
Z7m^ unemployed people In tee country, an increase of nearly 
1m ovtiMhe past 12 months. Some ThaT government officiate, 
incJudfog OHon Leekpei, prime rrinteter, dispute this and say 
it should betower as It includes seasoriafly-unemployed agri- 
orituratwpridKS. Last week Thailand’s' Hugest textile com- 
pfcy, Dw^Meton Textilei closed its doors and sacked almost 
5,000worifers^T«fBandacke,Bangkok 

VIETNAMESE 


New 6%-7% target set 

Vtatnam'hmseta.newtargrtfior ecpribmfo growth this year 
. of .6-7 per cerd,Hrriny abandoning the 9 per cent taiget set 
:by.the National Assembly, at tee end of lefit year. 

- . The dedsJoh, taken on Friday by the assembly’s standing 
committee, reflects the effocte Of ti» regkted economic crisis ' 
on ttw eburfoy, whieh has slowed bote-export growth and for- 
dgr> jnvesbneiTL hfeo Dinh Giao of the assembly's economic 
com mltfae satyfae. decision was taken *to be more reaHstic”. 

Hdwew*. tbe tovteed target figures atffl remain above most 
; forek|h esftrratos; the international Monday Fund expects 
/^Vietnam's GDP to grow by around 5. per cent this year, down 
from an_estfmated 7.5 per cent last yMT, when tee official 
: ■ rewserfgtowth rate- was K8 perxent. ' 

In respa^ totiw dedhe fo'bud^imenua.thegavsrn- 
; ment Fakelsb said tt will disfey a riimiber,^ non-essential 
Wrastruckire- projects. There Is, however r fio^gn of Vietnam 
. ' abanddrijng'ft^ bid to matrrtari a slather «cchange rate for tee 
donge^^pi^e Hanoi 

Cargo operations to increase 

Tung Chee-l^v^.Hdng Kong's chief executive, said yesterday 
. he had tBcehitii^ssuriricesfrom itong Kong's main air cargo 
hander that opmations at the territory’s hew airport, currently 
fanning at 50 per cent capacity; would Increase to 75 per 
cent by tee erid^ of .this monte. •. .* 

. Hong Kong Ak Cargo Temiffufis, which had banned cargo 
Imports and eo^nris on July 10 due to technical glitches at its 
new fruXIIUes at Ghek. Lap Kok, lifted tee embargo on Sunday 
as pwt of its plan toresume f^t operations by mid-August 
Michael Upln and Agencies 



Bangkok delays bank sale plan 


INTERNATIONAL ECONOMIC INDICATORS: BALANCE OF PAYMENTS 


Trade figuw w» Sfwn In UDore of E u rop— t cvrancy into (Ecu). The Ecu are ftenpa rate shows the nurnbor dt nrikinel currency into per Ecu. The 
eschanga ram ta an index with 1990 - 100 .- ^ v : VT ; '- r 


By Ted Bardacke in Bangkok 

Thailand's central bank said 
yesterday it would delay a 
long-awaited announcement 
on its plans to sell off four 
troubled banks it national-, 
ised this year. The delay will 
allow the government to dis- 
cuss the plans with a mis- 
sion of the International. 
Monetary Fund due to arrive 
in the country early next 
month. 

Earlier this year, Thailand 
took over the four ailing 
banks and promised to 
announce by the end of July 
a plan to privatise them bn 
recommendations made by 
J.P. Morgan investment 
bank. The announcement is 
now expected in the middle 
of August and there is expec- 
ted to be little progress on 


recapitalising Thailand’s 
b ankin g system until them. 

Private commercial banks 
seeking foreign partners 
have complained that poten- 
tial suitors are wary of sign- 
ing any investment deals 
until they see the govern- 
ment’s plan for selling the 
nationalised banks. Other 
commercial banks say the 
four bonks have engaged in 
unfair competition by driv- 
ing up deposit rates and 
using a blanket state guar- 
antee to win customers. 

The IMF is understood to 
support the delay because 
the strategy for selling off 
the banks is part of a huger 
discussion about financial 
sector reforms and how to 
finance them. Chatumongol 
Sonakul, central Hanfc gover- 
nor, said losses at the four 


banks had climbed to at 
least BOQObn <$&4bn). “Our 
action on the four, h anks 
would need spending more 
money," he said. 

Many analysts expect the 
decision on the four banks to 

Analysts expect 
the decision on 
the four banks to 
be a watershed 


be a watershed in terms of 
both using state funds to 
clean up the banking system 
and. closing down unviable 
institutions. People close to 
the decision-making process 
say the Thai government 


will be able to sell at most 
two of the banks but only 
after the state has cleaned 
up their loan books. 

The momentum to solve 
the country’s non-perform- 
ing loan problem was given 
an added boost yesterday 
when the central bank said 
that, as a result of new pro- 
visioning requirements, the 
country's 15 commercial 
banks would report net earn- 
ings of Btflbn-BtSbn in the 
first half of the year, com- 
pared to BtSlbn in the same 
period last year. 

The central bank also said 
about half of the banks 
would report - operational 
losses' in the first six 
months. This precluded 
many of them from meeting 
their provisioning require- 
ments through pamfnp R 


US-lndia talks make little progress 


By Mark Mdurtson ta New De&i 

Senior Indian and US 
officials yesterday emerged 
tight-tipped from a third 
round of talks since Delhi's 
nuclear tests last May, 
describing the discussions, as 
"constructive" but offering, 
few signs of progress 
towards closing sharp differ- - 
oncos since the blasts. 

Strobe Talbott. US deputy 
secretary of state and the 
first senior US official to 
visit India since the tests, 
said only that there was 
"more work ahead of us". 
But he gave no hint of prog- 
ress towards India meeting 
Washington’s specific objec- 
tives, including Delhi's even- 
tual and "unconditional" 
signing or the Comprehen- 
aivu Test Ban Treaty. 


Indian officials said the 
talks had produced "move- 
ment from both sides", but 
indicated this was largely at 
the level of “perceptions" 
and an . “understanding" of 
each other’s position. 

The two sides agreed to a 
further round of t alks in 
Washington next month. Mr 
Talbott and a delegation of 
State Department and mill , 
tary officials meanwhile fly 
to Islamabad today for talks 
with Nawaz Sharif, Pakis- 
tan's prime minister, and 
other senior Pakistani offi- 
cials. bearing the same list 
of what Washington terms 
“principles and objectives". 

These include an under- 
taking from both Pakistan 
and India to refrain from fur- 
ther tests, the “uncondi- 
tional" signing of the CTBT, 


a stay on further production 
of fissile materials, and 
undertakings that neither 
will deploy nuclear missiles. 

Yesterday's talks in Delhi 
follow two earlier rounds in 
Washington and Frankfurt 
between Mr Talbott and Jas- 
want Singh, a senior figure 
is the Bharatiya Janata 
party, which heads India's 
government. While both 
sides remain determined not 
to divulge the contents of 
the talks, each has portrayed 
the meetings as the start of a 
“dialogue". 

US officials last week 
suggested that while it was 
not shifting from its call for 
both Indi a and Pakistan to 
sign the CTBT, it was pre- 
pared to drop a call that 
both sides not “weaptmise" 
their newly-proven nuclear 


capability iT the rivals 
agreed not to deploy their 
nuclear weapons. 

Indian . officials, mean- 
. while, have suggested that 
India has dropped its long- 
standing op posit ion to the 
“text" of the CTBT and may 
consider signing the docu- 
ment in ' return for substan- 
tial concession^ from the US, 
including the relaxation of 
bans on the export of dual- 
use and sensitive technol- 
ogy. 

Pakistan, far more gravely 
hit by US sanctions imposed 
since it matched India’s test 
blasts, also recently said for 
the first time that it would 
consider signing the CTBT 
without India having first 
acceded to the treaty, remov- 
ing a previous precondition 
for signing. 
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Ijjj f jERl iSALEH LAND DISPUTE 


Jewish fund 
accused oyer 
Arab evictions 


Dfln W ■ Jerusalem 

'The Jewish National Fund, 
oue of the most prominent 
Jewish organisations in 
Israel and abroad, is being 
accused of cooperating with 
extremist settler movements 
to evict Palestinians from 
east Jerusalem and take 
over the land. 

Peace Now. the indepen* 
dent Israeli movement, yes- 
terday claimed the JNF was 
enabling settler organisa- 
tions to dispossess Palestin- 
ians in east Jerusalem 
“through legal and illegal 
transfer of property". The 
JNF denied having any 
direct relationship with 
extremist settlers. 

The relationship between 
the JNF and the settler 
movements of Ateret 
Cuhanim and El-Ad has 
become an issue because 
tomorrow, the JNF is to 
restart legal proceedings to 
evict the Cozlan family from 
their east Jerusalem home. 
Tlie family helped save Jews 
during Arab fighting in the 
lily in 1929. 

The JNF was set up in the 
192US lo buy land in Pales- 
tine for Jews iind give shel- 
ter to Jewish refugees. It 
later established philan- 
thropic activities. 

The JNF claims Ibrahim 
Uozlau's house was fraudu- 
lvntly registered in his name 
in 1966 when east Jerusalem 
was under Jordanian rule. 
the land had been owned by 
llw family since the turn of 
i hr century but the land on 
v. Inch the bouse was built 
was sold in 1923 to Baron de 
U-ithschlld. 

In 1975. the JNF bought 
l lie Rothschild properties 
and then started legal pro- 
- 1 'vi lings to evict the Goz- 
hiis. The Supreme Court 
!.M year rejected an appeal 
I - . - Mr Gozlan. granting him 
;» fine-year stay to negotiate 
with the JNF. which expires 
li -morrow. The JNF said it 
hart orrered payment but the 
flu.' Ians had refused. 


The Gozlan case encapsu- 
lates all the complex aspects 
of property rights and land 
ownership in Jerusalem 
where almost every inch of 
land is contested. But It also 
shows the extent of the co- 
operation between the JNF 
and extremist settlers who 
are funded by the govern- 
ment and Irving Moskowitz, 
a rightwing US Jewish mil- 
lionaire. 

Such co-operation was 
stopped in 1992 by the late 
Yitzhak Rabin, the Labour 
prime minister, after a spe- 
cially appointed committee 
showed how Palestinian land 
was being Illegally acquired 
by the JNF and settlers. 
Peace Now claims such 
cooperation bas been reacti- 
vated by the Netanyahu gov- 
ernment 

The committee described 
how the JNF transferred the 
rights to lease its properties 
to Ateret Cohanim or El-Ad. 
without an open tender - 
even though this is required 
under Israeli law. 

The JNF. whose charter 
bans the sale or lease of land 
to non-Jews, is also allowed 
by the government to 
acquire Palestinian property 
which has been defined by 
Israeli law as owned by 
"absentee landlords" - those 
who left their homes at any 
time after 1948. Once identi- 
fied under that heading, the 
property can be taken over 
by the government, even if 
the landlord’s children or 
spouse have been living in 
it 

TTie property is then taken 
over by the Israel Lands 
Authority - the state agency 
which owns 90 per cent of 
Israel’s land. Payment or 
compensation is not auto- 
matic. 

The ILA then transfers the 
land to Hemnutah, a subsid- 
iary of the JNF. Hemnutah 
then grants the settler 
organisations rights to these 
confiscated absentee proper- 
ties. starting the process of 
eviction. 



Armed wri da n te watch ovar SkS Ahmed, near Algiers, after a massacre earlier this year, In si attaint to prevent further attacks. Human 
rights bodes accuse the Algerian army of faffing to protect dvilans AP 

UN human rights group puts 
spotlight on Algeria 


By Roola Kbalaf Id London 

Members of the United 
Nations h uman rights com- 
mittee yesterday told an 
Algerian delegation in 
Geneva that their country 
faced a serious human rights 
crisis. They underlined the 
need for access to massacre 
sites by human rights organ- 
isations. 

At the opening of a 
two-day hearing, Mohamed- 
Salah Dembri, Algeria’s per- 
manent representative to the 
UN in Geneva, denied that 
Algeria bad a human rights 
problem and stressed instead 
the country’s determination 
to build democratic plural- 
ism. 

While human rights organ- 
isations accuse Algeria of 
gross human rights viola- 
tions and have raised ques- 
tions about the army's fail- 
ure to intervene to stop 
massacres of civilians, the 
government says it faces a 
fight against terrorism and 
insists that international 
pressure on human rights 
plays into the hands of 
Islamist extremists whom 


they blame far all the kill- 
ings. 

Algeria's report to the 
committee of independent 
experts - which countries 
have to present every' four 
years - describes the elec- 
toral process resumed In 
Algeria since 1995 and an 
anti-terrorist struggle which 
is conducted within the rule 
of law and in which all 
offenders in the security 
forces are punished. 

One expert on the commit- 
tee yesterday said the report 
demonstrated that Algeria 
bad an elaborate legal frame- 
work hut "information 
remained scarce”. 

Human rights have been 
the main sticking point 
between Algeria and western 
governments, which have 
repeatedly called on it to 
allow UN rapporteurs on tor- 
ture and extra-judicial kill- 
ings into the country. 

The Algerian government, 
however, rejects any form of 
interference in its domestic 
affairs and has so far 
resisted such calls. Demands 
by human rights organisa- 
tions far independent inqui- 


ries into massacres have also 
been ruled out 

Algerian officials, how- 
ever. have said they will be 
waiting for the non-binding 
recommendations of the UN 
committee - due out in two 
weeks - before considering 
the Issue of UN rapporteurs. 

In an attempt to placate 
critics, and prove its open- 
ness to well-meaning visi- 
tors. Algeria bas Invited a 
high-level UN panel due in 
the country tomorrow for a 
14-day "information gather- 
ing" mission. 

The panel of prominent 
persons has been promised 
open access In Algeria, but 
has been asked not to meet 
representatives of the ban- 
ned Islamic Salvation Front 
(FIS), the party which was 
set to win the 1992 elections 
cancelled by the army. Its 
mandate does not include 
investigating the killings. 

The mission is led by 
Mario Soares, the former 
Portuguese president, and 
includes LX. GnjraL, former 
prime minister of India: 
Abdel Karim Kabariti, for- 
mer prime minister of Jor- 


dan: Donald McHenry, for- 
mer US permanent represen- 
tative to the UN; Simone 
VeiL former French secre- 
tary of state; and Amos 
Wako, Kenyan attorney-gen- 
eral. Members are to prodace 
a report on the situation in 
Algeria for Kofi Annan, the 
UN secretary-general. 

The Algerian regime is 
hoping the panel will rectify 
Algeria's image, which it 
says has been distorted by 
press reports and human 
rights organisations. This 
prospect is a cause of worry 
for critics of the Algerian 
government. They fear the 
government will use it as a 
substitute for allowing UN 
inspectors into the country. 

As it awaits the visit of the 
UN panel, Algeria bas been 
rocked by a new wave of kill- 
ings. Security forces yester- 
day said 11 villagers were 
massacred on Saturday 
night in a hamlet in Medea 
province. 70km south of 
Algiers. According to Alge- 
rian newspapers, an armed 
group stormed military bar- 
racks in western Algeria last 
week, killing 15 soldiers. 



NEWS DIGEST 

RED SEAjSLAND ATTACK 

Yemen accuses Saudis of 
killing three people 

Yemen yesterday accused Saudi Arabia of 
island in the Red Sea with ships and loo 9^® 
trig three people and wounding nine. Presxfant JJ***"l - 
Saleh said in Sanaa; "Nine Saudi naval weasels took pan 
the aggression with long-range artillery that resulted m me 
death of three Yemenis and wounding of nine. 

He said the Saudi "aggression 1 ’ on Sunday stopped 
contacts were made with the Saudi government, 
not be (tagged Into a war with Sautfi Arabia, he added * 
60-year-old border dispute between the two countries b 
being studied by Joint Yemeni-Saudi committees. 

President Saleh said that If the committees did not achieve 
any solutions then Yemen would seek international arbitration. 
Reuters, Sanaa ... 


ISRAELI HEALTH INSURANCE 

Netanyahu forced to retreat 

Benjamin Netanyahu, the Israeli prime minister, backed down 
from requiring controversial extra payments to the health 
insurance funds after Shas, the ultra orthodox party and coali- 
tion member, threatened to vote, against the government if the 
changes were introduced. The changes were supposed to be 
voted on yesterday by the Knesset finance committee but 
were taken off the agenda. 

The speed In which Mr Netanyahu dropped the measures 
reflected his unwillingness to challenge the growing strength 
of the religious parties. They were determined to block the 
plans In a bid to galvanise their support among the less-well- 
off who would have been affected by the new payments 
schemes. The payments would have Involved families paying 
up to Shkl.000 year in addition to the existing 4.8 per cent 
monthly contribution from taxable income to the health funds. 
Yaakov Neeman, finance minister, had hoped to raise 
Shk350m (S96m) from fund members to make up part of the 
Shk1.4bn deficit accumulated by the funds. 

Mr Netanyahu may instead consider raising the monthly 
contribution despite promises by the government that it would 
not raise direct or indirect taxes. Judy Dempsey, Jerusalem 


AFGHANISTAN FOREIGN AID 

Taliban shuts agencies offices 

Afghanistan’s Taliban government yesterday dosed the 
offices of mote than 35 private foreign aid agencies in the 
capita] Kabul for refusing to relocate to a derelict college 
building. Most of the 100 foreign aid workers of toe non -gov- 
ern mental organisations (NGOs) had left Kabul on Sunday, 
and most of toe remaining foreign staff started leaving after 
the militia closed the offices. 

The relocation order did not apply to offices of the United 
Nations and the International Committee of toe Red Cross. 

The Taliban said the move was to improve NGOs' security, 
but aid workers said the building needed a complete overhaul 
far which they had no funds. The Taliban controls two-thirds 
of Afghanistan but has failed lo dislodge an opposition alli- 
ance from toe north despite months of sporadic fighting. 

The United Nations has said the Taliban should not resort 
to actions leading to the withdrawal of aid agencies from 
Kabul, where more than 400,000 of toe capital's 1m residents 
depend on basic foreign help. Reuters, Kabirt 
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. WORLD TRADE 

ELECTRONIC ‘WATERMARKS* COMPANIES SAY THEIR JOINT PROPOSALS WOULD HELP DETECT ILLEGAL VIDEO COPIES 


IBM, NEC in move on digital copyright 


By Paul Taylor In London 

International Business 
M.K-hlnos of the US and 
J.q>nn's NEC have agreed on 
■i digit. il watermark stan- 
■‘ ■ril which could help elec- 
-..lcally protect the copy- 
I J’jin U| P digital content such 
■L- DVD video discs. 

I;:- .*■■•{> companies, both 
lender* :n electronic water- 
mark research, plan to inte- 
yvato Ihoir technologies and 
• ■[fir ih'-m n*; a single stan- 
dard to the international 
''n;>y right Technical Work- 


ing Group for adoption. 

The US-based, multi-indus- 
try Copyright group, which 
includes representatives 
from the film and consumer 
electronics Industries, pro- 
motes technology to prevent 
illegal copying of copy- 
righted electronic materials. 

Conventional watermarks 
- nearly-lnvisible images 
embedded within paper - 
have been used to protect 
and authenticate currencies 
and important documents 
for hundreds of years. 

Similarly, electronic water- 


Brussels to back 
Mercosur talks 


By Michael Smith in Brussels 

Tin- European Commission 
i- tnmorruw likely to recora- 
liV’iid that the European 
I'ninn starts talks on a free 
;:,nic pact with five Latin 
American countries, despite 
concorus. voiced yes- 
terday by farm ministries 
from countries including 
France and Germany. 

Franz-Josepli Feitcr, Ger- 
man agriculture under socre- 
j.-iry. said at a meeting cf 
,n;r i culture- ministers in 

Brussels that a free trade 
L'gm'ntcnl with the Morco- 
jur pact could have “strong 
negative effects" on Euro* 
I .van agriculture. 

Louis U* Penscc. French 
l.intt minister, warned that 
Hk* four Mercosur countries 
.istif t'hilc. an associate mem- 
ber. were not producing at 
lull capacity: a free trade 
pari could inflict "serious 
d.unirte M mi Ell a’jriculture. 

Spain said it was not 
.r-minst talks, hut joined 
c.L>n nines including Spain, 

Ireland and Luxembourg 
calling for a study on the 
uflovls of a Mercosur part. 
IfiM-e arc concerns about 
potential impact on tails 
ti< reform the common agri- 
cultural policy and the 
iicconls negotiated within 
the World Trade Organisa- 
tion. 

jn«pile the concerns. 
European commissioners are 
t>. marrow expected to 
approve a proposal by Man- 


uel Marin, commissioner 
responsible for Latin Ameri- 
can relations, that Mercosur 
talks begin. 

He is Ukeiy to argue that 
any talks could include a 
series of provisions to soften 
the impact on farms and 
that the EU economy would 
benefit in the long-term. 

Opponents of the talks 
include Franz Fischler. EU 
farm commissioner. Three 
other commissioners. Psd- 
raig Flynn. Edith Cresson 
and Yves-Thlbault de Stiguy, 
are thought to have reserva- 
tions. 

Concerns are likely to 
have been increased by an 
internal Commission report, 
carried out by the budgets 
directorate, which estimates 
the EU would have to pay 
out more than EcuMbn 
(S155bn) a year to farmers if 
it is to compensate them for 
the loss of income resulting 
from a free trade pact. 

The Commission will need 
the support of all EU coun- 
tries (o go ahead with free 
trade talks. There are few 
outright opponents. German 
officials said they were not 
opposed in principle to the 
talks, though they had sym- 
pathies with the arguments 
of France, strongest critic of 
the plans. 

Of the other 13 EU coun- 
tries. Sweden and Denmark 
seemed most in favour of 
talks. The UK said Mercosur 
was not one of its top three 
farm priorities. 


marks can authenticate elec- 
tronic images by embeddi n g 
hidden data patterns within 
the video signal Like con- 
ventional watermarks, elec- 
tronic ones are normally 
invisible and do not affect 
the quality of the image, but 
can be detected with special 
chips and made visible to 
determine whether an image 
is an authentic copy. 

IBM and NEC believe their 
technology is well suited to 
the emerging DVD market, 
which allows full-length 
films to be stored on a disc 


about the same size as a con- 
ventional compact disc. 

Because they are in digital 
format, virtually perfect ille- 
gal copies can be made - a 
serious concern for the film 
industry, which has there- 
fore made technical mea- 
sures to combat pirate copies 
an urgent priority. 

Currently, most DVD 
systems use a range or tech- 
nologies to prevent illegal 
copying, including the "con- 
tent scrambling system" and 
another technology called 
the "analogue protection sys- 


tem". which prevents copy- 
ing by generating interfer- 
ence or “noise" on illegal 
copies. 

The technology developed 
by IBM and NEC is seen as a 
supplement to these conven- 
tional techniques. Once a 
DVD video has been encoded 
with a digital watermark, a 
chip inside a DVD video 
player or DVD drive on a 
personal computer would 
prevent the content being 
copied and make It impossi- 
ble to play back pirate discs. 

However, in order to 


encourage the adoption or 
recordable DVDs, the pro- 
posed digital watermark 
standard would enable users 
to make a single copy, allow- 
ing them to record a televi- 
sion programme. for 
instance. 

IBM and NEC want to 
Incorporate their technology 
in DVD discs and equipment 
in the nest 18 months. They 
also plan to promote the 
technology for other applica- 
tions, including digital satel- 
lite broadcasts and digital 
video cassette tapes. 


Peru shrugs off Camisea 
rejection by oil giants 


Lima is confident of finding a new partner 
after Shell and Mobil turn down chance to 
exploit big gas field, writes Sally Bowen 


T he headline in one of 
Lima’s more populist 
dallies shrieked: “Shell 
tried to pun a fast one but 
Peru stood up to them.” 

Businessmen and politi- 
cians put it more elegantly, 
but all played down the 
importance of the llth-hour 
announcement last week 
that Shell and its Camisea 
partner Mobil would not pro- 
ceed with development of 
Camisea, the hugely rich 
natural gas and condensates 
deposits in Peru’s eastern 
Jungle: 

“If Shell doesn't want it, 

there will be someone else 
who will." said one senior 
member of the economic 
team. 

Camisea seems to be 
jinxed - at least for Shell. 

When the Anglo-Dntch 
consortium discovered Cami- 
sea In the mid-1980s. It was a 
disappointment: it had 
hoped for oil A falllng-out 
with the then populist -leftist 
government or Alan Garcia 
meant that Shell left the 
deposit untouched for sev- 
eral years. No one returned 
until 1994, when President 
Alberto Fujimori’s foreign 
investment-friendly regime 
offered a more attractive 
framework. 

Now, little more than two 


years after the euphoric 
signing of the so-called "con- 
tract of the century”, pros- 
pects haw dimmed for the 
SL5bn investment in infra- 
structure. plus a potential 
$3bn associated petrochemi- 
cals complex. 

However, in London. Shell 
gronp's chairman. Mark 
Moody-Stuart. said the 
"landmark project” could 
still be viable if a Peruvian 
gas market could be created. 
“We jost weren’t able to do 
that before the government 
deadline.” he said. 

A carefully-worded com- 
munique from the local sub- 
sidiary. SPDP. referred to 
the impossibility of resolving 
problems. The two sides had 
come close to agreement: 
Shell and the Peruvian gov- 
ernment were negotiating up 
until perhaps six hours 
before last Wednesday’s mid- 
night deadline. They appar- 
ently reached an acceptable 
compromise on gas pricing 
to electricity generators (the 
first and most obvious cus- 
tomers for the vast quanti- 
ties of hard-todisposeof dry 
gas], while the recent 
announcement of the con- 
struction of a 250MW com- 
bined-cycle plant on the 
Peruvian coast would guar- 
antee sizeable volumes of 


gas sales from day one. 

Distribution has become 
the sticking point. Late in 
the day, and In the wake of a 
largely successful privatisa- 
tion of its energy sector. 
Peru became aware of the 
threat of quasi-monopolies 
being created through merg- 
ers between the companies 
holding stakes in both gener- 
ation and distribution. Hasti- 
ly approved legislation now 
sets limits on vertical inte- 
gration. 

In newly-llberal Peru, 
monopoly is a dirty word. 
Invoking the spectre of IPC 
(which dominated the Peru- 
vian oil industry ta the 1960s 
and was nationalised by the 
leftist military government 
after the 1968 coup) and 
applying it to Shell is a 
cheap but effective spoiling 
tactic. 

F anning the anti-Shell 
fires. President Fujimori 
is suddenly presenting 
himself as the tough 
defender of national inter- 
ests against a transnational 
which seeks to export Peru- 
vian gas to Brazil. He talks 
of "irreconcilable demands 
which are not in the con- 
tract. , . a modification 
which cannot be allowed.” 

Rhetoric cannot hide the 
unpalatable fact that Peru 
could have done with the 
Shell-Mobfl investment The 
deficit on current account at 
7.4 per cent of GDP in the 
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first quarter, is 80 per cent 
covered - to the relief of 
investors - by long-term 
inflows of foreign capital. 
Such inflows are a key 
selling-point used by the 
economy team when making 
policy presentations 
abroad. 

Elim in a ti n g the projected 
S2.5bn investment hardly 
affects this year’s balance 
sheets - though investor 
confidence may suffer a 
blow. Thereafter, the posi- 
tion becomes more serious, 
especially since other hoped- 
for investments in the min- 
ing sector are on hold or 
cancelled because of the 
depressed International price 
panorama. 

Government and Peru- 
petro officials say there are 
plenty of interested develop- 
ers in the wings: they plan 
to split the project into three 
parts and tender each sepa- 
rately. 

The government is hoping 
this will help comince oth- 
ers to go ahead where Shell- 
Mobil failed to find ' a down- 
stream market 


NEWS DIGEST 


FUEL ADDITIVE BAN 

Canada to pay $13m to 
settle imports dispute 

The Canadian government mil pay US-based Ethyl 
Corporation, the chemicals group, US$t3m to settle a lawsuit 
over Canada's ban on Importing the fart additive MMT. The 
government said yesterday it had been unable to find scien- 
tific evidence Justifying the ban. which began in June 1997 
because of allegations from the motor Industry that MMT 
interfered with emissions control systems. 

Ethyl, the maker of MMT. had brought a US$250 m legal 
challenge against Canada under the North American Free 
Trade Agreement, the first launched against Canada under a 
Naha provision that allows private companies to sue over vio- 
lations to the trade agreement The ban. which also restricted 
inter-provincial trade In MMT, was challenged separately by 
four Canadian provinces as a violation of Ottawa’s obligations 
under a 1 995 agreement covering internal trade, the first use 
of the dispute settlement provisions of that agreement. The 
panel established to rule on the dispute found last month that 
the MMT ban was an unjustified barrier to trade across prov- 
inces. MMT, which is used as an additive to boost octane lev- 
els in petrol, had been banned in the US In the late 1970s by 
the Environmental Protection Agency. But the EPA dropped 
those restrictions in 1995 for use in unleaded petrol Canadian 
refiners had urged the ban be dropped because alternatives 
would have required expensive retooling of refineries. 

Edward Aldan, Toronto 

INFORMATION TECHNOLOGY AGREEMENT 

Tariff-cutting talks suspended 

Ta&s.to eliminate tariffs on a range of information technofogy 
and related products were suspended at the weekend when 
the 44 members of the World Trade Organisation's informa- 
tion technology accord failed for the second time to agree on 
what items should be included. The talks resumed this week 
after missing an earlier deadline (tor agreement of June 30. 

Martin Harvey, the New Zealand chairman of the talks, said 
he would hold consultations in September to see If ft was 
worth trying again to reach a deal. 

The talks, covering 300 items worth up to $50bn in trade a 
year, appear to have foundered on two main obstacles. Mal- 
aysia vetoed inclusion of printed circuit boards, on which all 
other countries were agreed, after its own demands for Inclu- 
sion of consumer etectranfc products such as televisions, vid- 
eorplayers and cameras were famed down. Meanwhile, 

India's refusal to agree to radar equipment appearing on the 
fist removed the main focus of interest for countries such as 
Canada. Norway and Israel. The first information technology 
agreement negotiated last year provided for elimination of tar- 
iffs by. 2000 on IT products worth $500bn in trade each year. 
Frances Williams, Geneva 


PHILIPPINES ENERGY 


Refiner seeks partners 

Petron, toe largest oH refiner in the Philippines, is seeking 
strategic partners to buBd a 365MW power plant expected to 
cost Lip to Slbn. Jose Syjuco. Petron chairman, said the 
power -plant would complement the group's existing enemy 
interests which would also be the proposed power plant's pri- 
mary customer, taking about 70MW of its capacity. 

Andrew Taylor, Utffities Correspondent 
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EPA plays down court smoke ruling 


By Mark Suzman ta Washington 


the tobacco industry’s legal A North Carolina judge sion was “disturbing" and 
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The US Environmental Pro. range of Twsaite^ 

Ujjfi? tn 8 ^?^ i’ esterday “***3 ^ negotiate legal 
inrmrt r E, 3 ^ d ° wi1 the settlements with state attor- 

court ruUngatri. neys-generai on tobacco-re- 

3 j re F or t lated healthcare issues. further consultation with smoke are very real," she 

rrftp tLwi^u 3Dd ciga ' "^h 0 decision related to a the industry. “EPA publicly said. 

retie smoKe wjtb cancer, and 1993 EPA study that con- ■ committed to conclusions EPA officials said they 
.j } was c onfident it eluded there, was a direct before research had begun; were likely to appeal against 
Anaiv . It ’ VPrs ^ d °° a PP ea l- link between cancer and sec- excluded industry by violat- ' the ruling and were optimis- 

# ■ s 8 ® ,d the J u dg- ond-hand smoke causing sev- ing. . . procedural require- .tic it would be overturned. 
Kiimirif.«* UI i«r eIy * tQ k av ? a eral thousand deaths each ments [and] adjusted estab- given that it related primar- 


position when it faces a wide ruled the study’s conclusions the agency stood by the places. “No one wants to'gt 
range of lawsuits and is were based on inadequate report's conclusions. 'We back to smoking on air 


restricting smoking in public supporting the link between 
places. “No one wants to go second-hand smoke and can- 


testing. and disregarded believe the health threats to planes, smoking tn restau- 
important procedural children and adults from rants” she said, 
requirements that called for breathing second-hand Because the regulations 
further consultation with smoke are very real," she have been enacted by local 
the industry. “EPA publicly said. governments and legisla- 

com mi £ ted to conclusions EPA officials said they turns rather than the EPA. 
before research had begun; were likely to appeal against they are not directly affected 


ick to smoking on air- ccrs could reduce its impact 
anes. smoking tn restau- • Democrats yesterday pub- 
nts" she said. lisbud a repurt charging that 

Because the regulations several leading Republicans 


have been enacted by local took subsidised flights in air- 
governments and legisla- craft jets owned by tobacco 
Cures rather than the EPA. companies at the time Con- 
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gn cant impact on city year. The report helped trig- lished procedure and 
I*. - .. te regulations ger a wave of regulations scientific norms," the judg- 
restneting smoking in public prohibiting smoking in areas ment said. 


they are not directly affected 
by the ruling. 

The ruling is expected to 
bolster tobacco companies’ 
defence in lawsuits related 
to second-hand smoke. 


places. 

But it is expected to help 


such as offices and restau- 


Browner. 


and ily to procedural rather than defence In lawsuits related 
judg- scientific disputes. to second-hand smoke. 

Donna ShalaTa. health sec- although some analysts cau- 
EPA retary, said she did not tioned that the widespread 


affected press was deliberating legis- 
lation to impose a muIti-bU- 
jeted to lion-doliar settlement on the 
lpanies’ industry, 
related Republican officials 
smoke, defended (he flights, saying 
sis cau- the practice was common- 
espread place and did not violate fed- 


rants across much of the; US. administrator, said the ded- expect any repeal of laws availability of other studies end regulations. 


Mahuad I MEXICO VISIT TODA Y K OFI AN NAN’S HINTJ3F MEDIATION HAS RATTLED MEXICAN SENSITIVITIES 


wins in 
Ecuador 

By Justine Newsome in Qutto 

Jamil Mahuad. tbe 48-year 
old mayor of Quito, hag been 
officially confirmed as win- 
ner of Ecuador’s presidential 
elections, held on July 1 2. He 
won 51.2 per cent of the vote, 
only 2.3 percentage points 
ahead of a populist business- 
man. Alvaro Noboa, accord- 
ing to the Supreme Electoral 
Trib unal. 

Tbe official announcement 
on Sunday night ended a 
Vf week of tension, during 

“i which vote rigging and fraud 

were alleged. 

Mr Noboa, who has yet to 
admit defeat, said he would 
not recognise the official 
result until his call for a 
recount was met. He said be 
would continue to protest 
peacefully in the streets. 

However, a team of inter- 
national observers said the 
result was fair. 

Mr Mahuad, candidate of 
the centre-right Popular 
Democracy party (DP), yes- 
terday named Edgar Rodas 
as minister of health. Mr 
Rodas, rector of the Univer- 
sity of Azuay. is linked to 
*. tbe centre-left Tbe rest of 
b ) the cabinet will be 
announced this week. 

Jeffrey Sachs, an econo- 
mist who has also advised 
countries including Poland, 
Russia and Bolivia, was also 
set to scheduled to arrive in 
Ecuador yesterday to offer 
advice, Mr Mahuad said. 


UN chief 
raises anger 
over Chiapas 


By Henry Trtcfcs ki ttaxica Cfly 

Kofi Annan, the United 
Nations secretary-general, 
today arrives in Mexico, 
where he bas rattled 
nationalist sensitivities by 
hinting at a possible UN role 
in settling the Chiapas con- 
flict. 

Mr Annan travels to 


Mexico is 
notoriously prickly 
about any foreign 
influence in its 
internal affairs 


Mexico from Guatemala, 
where in 1996 the UN bro- 
kered an end to three 
decades of civil war. 

The conflict across the 
Mexican border in Chiapas 
bas similarities: a mostly 
Indian rebel army fighting 
repressive landowners sup- 
ported by paramilitary 
counter-insurgents. 

But, unlike Guatemala, 
the Mexican government has 
firmly ruled out any foreign 


mediation in its internal con- 
flicts and pointedly left any 
mention of tbe word Chiapas 
off tbe secretary-general’s 
two-day agenda. 

Tbe government's sensitiv- 
ities were pricked earlier 
this month when Mr Annan , 
before embarking on his 
five-nation Latin American 
tour, mentioned he was 
studying government docu- 
ments related to tbe Chiapas 
conflict 

His remarks raised the 
possibility of a UN role in 
the conflict If requested by 
Mexican authorities, a sug- 
gestion the government 
quickly quashed. “This is a 
conflict between Mexicans 
that will be resolved by 
Mexicans,” the foreign min- 
istry said. 

Mexico, which lost half of 
its territoiy to the IIS last 
century, is notoriously 
prickly about any foreign 
influence in Its internal 
affairs. 

This year it has expelled 
foreign observers and priests 
it accused of meddling in 
politics in Chiapas, where 
the Zapatista National liber- 
ation Army launched a 
rebellion In 1994. The gov- 
ernment accused tbe observ- 



Kofi Annan, UN chief fleflj, ninth Fernando Henrique Cardoso, Brazil president, last weak 


NEWS D IG ES T 

PANAMA DRUGS INITIATIVE 

Centre plan in jeopardy 
as US talks reach impasse 

Plans to establish an Internationa! anti-drugs centre on a US 
military base in Panama are in jeopardy after weekend talks 
reached an “impasse". The US says it will consider other 
locations for the centre. 

This follows a US National Security Council review earlier 
this month of the negotiations concerning the centre (known 
in Spanish as the CM A), first mooted several years ago. 

While talks are Still not officially aver, the outlook was not 
helped when Panama shitted its position on an outline agree- 
ment reached in December. 

H the anti-drugs centre does not go ahead, it would almost 
certainly end nearly a century of US involvement in Panama 
after Washington helped the country win independence from 
Colombia in 1903. 

US troops are scheduled to withdraw by the end of next 
year under a 1977 treaty that will a! so see the US relinquish 
control of the Panama Canal and the land it currently occu- 
pies. The approach of the deadline for pulling out troops, and 
the need to commit spending if the centre is created, is put- 
ting more pressure on the US to conclude negotiations. 

James Wilson, Panama City 

VENTURE CAPITAL 

Hambrecht forms new group 

The veteran venture capitalist BiH Hambrecht has formed a 
company to focus on early-stage investment m technology 
companies, in collaboration with Hambrecht & Ouist, the San 
Francisco investment bank he co-founded 30 years ago. 

Mr Hambrecht, who retired from the bank tn January, has 
continued to be involved in venture capital activities. Yester- 
day, H&O announced the formation of H&Q Venture Associ- 
ates, an independent venture capital group that will draw on 
the expertise of Mr Hambrecht and several other former H&Q 
venture employees, as well as the bank itself. 

The new partnership will focus on the kind of earfy-stage 
investing in emerging sectors on which H&Q built Its reputa- 
tion. The bank's earty investments included such industry pio- 
neers as Apple Computer and Genentech. 

The company will take over management of H&Q corporate 
venture capital partnerships with Adobe Systems and Texas 
Instruments. Louise Kehmt, San Francisco 


ers of "revolutionary tour- 
ism’'. 

Foreign policy analysts 
said Mr Annan would seek 
to damp tbe polemic, though 
as he had raised the issue of 
UN mediation, it was bound 
to come up in bis discus- 
sions with non-governmental 
agencies. 

“I think be will go out of 
bis way to be careful and 
ensure there is no misunder- 
standing regarding any 
self-appointed role for him- 
self or the UN in Chiapas," 
said Andr&s Rozental, a for- 
mer Mexican deputy foreign 
minister. 

Some opposition leaders 
and hu man rights activists 


in Mexico have strengthened 
their calls for foreign media- 
tion in the wake or Mr 
Annan's comments, and 
tbeir arguments bave been 
bolstered by tbe govern- 
ment's failure to restart 
peace talks with tbe Zapa- 
tista rebels. 

Last week. Subcommander 
Marcos, tbe Zapatista leader, 
ruled out new talks with 
President Ernesto Zedillo's 
government, raising fears 
the conflict could escalate. 

Mexico’s opposition to for- 
eign mediation In its own 
affairs is in sharp contrast to 
its own influential role in 
bringing together warring 
sides to end the guerrilla 


wars that tore up Central 
America in the 1980s. 

The government, Mr Roz- 
ental said, feels Mexico is “a 
bit above the Salvadors and 
Guatemalas of this world". 

The rejection of any UN 
role in Chiapas has been led 
by Rosario Green, the for- 
eign minister, herself a for- 
mer undersecretary-general 
at the UN. She is considered 
a staunch nationalist who, 
analysts say. angered her 
UN colleagues by criticising 
the organisation's role in 
Mexican presidential elec- 
tions in 1994. Mr Annan will 
meet Ms Green, Mr Zedillo, 
legislators, business leaders 
and academics. 


INTER-AMERICAN DEVELOPMENT BANK 

Islands’ joint membership bid 

Six small eastern Caribbean countries have joined together to 
press their case for membership of the InteftAmerican Devel- 
opment Bank, the hemisphere's leading financial Institution. 

The island governments of the Organisation of Eastern 
Caribbean States last week agreed to forgo national member- 
ship and have proposed that they be admitted as a group. 

However, there is no provision in the lADB's charter for 
group membership and existing members of the organisation 
would have to cede shares or the bank would need to make 
more available. 

The OECS, a subgroup at Caridom, the Caribbean regional 
economic bloc, comprises Antigua, Dominica, Grenada, Mon- 
tserrat, St Kitts, St Lucia and St Vincent Except for Montser- 
rat, which is a British colony, ail are eligible for membership of 
the 1ADB. Canute James, Kingston 


How do you conquer the highest mountain? 
The same way you accomplish any task. One 
step at a time. The gutsy part is setting the 
goal in the first place. Fairchild Aerospace 
is determined to set the pace in the global 



THE PROOF IS IN DOING IT. 


market for 30- to 95-seat jet 
airliners and large-cabin 
business jets. And we're domg it one aircraft 
at a time. Starting with our revolutionary 
328JET and moving forward with the all new 
428j£T, 528) ET, 728]ET. and 928JET. Eventually 
we'll have an entire family of aircraft that fits 
the market. All designed for long-haul comfort. 
Maximum economy. And peak performance. 
Any questions? Call 1 -388-328-JETS. Outside the 
U.S., call +49/81 53-30-0. 

Fairchild Aerospace is a leading manufacturer of jet 
and turboprop aircraft for the commercial o\ lotion., 
corporate and government markets, and provides a 
wide range of services for the aviation industry. 
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Big sales drive for recycled PCs 


By Christopher Prica h London 

ICL. the UK computer 
services nffshoot of Fujitsu, 
is launching the first mass 
market scheme to recycle 
disused PC-s. The service will 
sell revamped PCs in the UK 
for as little as £199 ($330), 
which will include a guaran- 
tee and service contract 
The company is recruiting 
about 300 authorised dealers 
for the scheme. ICL will use 
old PCs from companies for 
which it is installing new 
systems. The machines will 
be from brand leaders such 
as Compaq. Fujitsu, IBM and 


Hewlett-Packard. They will 
be wiped dean of data, refur- 
bished, resprayed, relicensed 
and fitted with a new key- 
board and mouse. Jfierosoft 
Windows software will be 
loaded and a 90-day war- 
ranty supplied. 

A standard set of prices 
has been set. which dealers 
will not be allowed to under- 
cut. They start at 099, inclu- 
sive of value added tax. 
which will buy a 486 
machinp , rising to £348 for a 
PC using a Pentium micro- 
chip. ICL estimates it 
could be selling about 5.000 
PCs a month once Us dealer- 


Curb on cars 
heads delayed 
transport plan 


ship is established. 

The Initiative has been 
launched to tackle the grow- 
ing legacy of unused 
machines as companies 
renew their computer 
systems in ever-increasing 
numbers. There were some 
1.8m PCs sold last year, dou- 
ble the number of five years 
ago. Analysts estimate that 
more than half of these were 
replacement purchases. 

-We want to be able to 
offer our customers a cradle- 
to-grave service for their 
computer equipment,” said 
Mike Perry, business man- 
ager of the ICL project. He 


Hie rise at the car 

Mora can per fare** 

% of housebote 


added that this would 
become an increasingly 
important issue in the com- 
puter industry next year 
when European Union legis- 
lation is expected to tighten 
tiie rules on the disposal of 
old PCs. 

According to government 
figures, more than 124.000 
tonnes of computer equip- 
ment was discarded in 1996, 
but only a quarter was 
accounted for. Computers 
contain a number of compo- 
nents. such as li thium, 
which could be dangerous if 
not disposed of correctly. 

ICL currently disposes of 


most of its customers’ -PCs 
and other computer equip- 
ment by cannibalising the 
parts for use in its service 
bus iness 

Mr Perry said the 
revamped computers would 
be ideal for schoolchildren or 
households wanting a sec- 
ond or third PC. " 

However, if the hew mar- 
ket takes off and other com- 
puter companies follow ICL’s 
Initiative, it is unlikely to 

prove popular with the cur- 
rent recipients of disused 
PCs. These are mainly com- 
puter group employees and 
thair relatives, and charities. 


Pusangw MNHp jar W 

■ im ■ ■ — i ! — — — 


Financial Times Reporters 
and Agendas 

Curbs on city drivers and 
more money for better pub- 
lic services are at the heart 
of a new government trans- 
port policy announced yes- 
terday. 

Municipal authorities will 
be allowed to charge drivers 
for taking cars into town 
centres and for workplace 
parking. The money raised 

will be ploughed into public 
transport, John Prescott, 
deputy prime minister and 
chief transport minister, 
said. 

The plans were announced 
in a delayed government pol- 
icy paper. The car is no lon- 
ger king, bat it is not to be 
deposed in a single coup. It 
will yield through gradual 
reduction of its powers and 
the promotion of previously 
ineffectual rivals; the train, 
the bos and the bicyde. 

Mr Prescott's 170-page doc- 
ument, published after 
repeated delays, extensive 
"leaks” and suggestions that 
it had been watered down to 
avoid offending the motoring 
lobby, marks a turning 
point after more than 50 
years of post-war transport 
orthodoxy, which gave 


preeminence to the car. 

Municipal authorities 
which understand local 
needs will be expected to put 
packages of measures to Mr 
Prescott’s department so 
that he can ensure a degree 
of uniformity. The paper also 
sets oat to reduce the dam- 
aging effect of car pollution 
on health. The UK has com- 
mitted itself to bringing car- 
bon dioxide emissions back 
to 1990 levels by 2000. The 
main contribution will come 
from cutting car exhaust 
emissions. 

To achieve these aims the 
government has announced 
an ambitious programme to 
change the role oft 

• Cars. The motorist faces 
the prospect of paying 
charges to drive into city 
centres, an motorways and 
other main roads »nH to use 
the workplace parking site 
provided by his or her 

employer. 

• Trains. A strategic rail 
authority will be set up with 
stronger enforcement powers 
to improve standards on the 
railway and two funds with 
a total of £300m (5495m) of 
government backing to 
invest in physical improve- 
ments. An infrastructure 
investment fund will have 
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Drivers face extra costs for entering city centres 


The drivers of the 24m cars on 
Britain's roads face a mixture of 
penalties and Inducements to 
persuade them to change their 
ways, Charles Batchelor 
writes. The main penalties 
proposed indude schemes to 
chrnge motorists far using city 
centres, motorways and other 
main roads. 

Untfce its Conservative 
predecessor, the Labour 
government appears to have 
dropped the Idee of motorway 
tofts. But the Highways Agency 
Is to be allowed to undertake 
pSot schemes. 

Municipal authorities are to 
be allowed to eetabAft 
congestion charging schemes 


£100m-£150m to invest in 
tarirHng with bottlenecks on 
the rail network while the 
rail passenger partnership 
scheme mil have a similar 
sum to support local initia- 
tives to develop rail use. ‘ 

• Freight. A further 
increase of one-third in the 
sums devoted to encourag- 


as part at five-year local 
transport packages. These wfli 
be drawn up in consultation 
with aU local interests and wiB 
be subject to ultimate 
gove rnme nt approval. 

Local authorities wil be free 
to choose how they adrrfnlster 
road charges - including smart 
cards that can be read 
electronically, permits srrfiar 
to the mad tax else, and toB 
booths. Motorists, or their 
employers, face a second level 
of chages for off-street 
workplace parking spaces. 

Local authorities wil be given 
the power to levy charges and 
to require busin esses to apply 
for on-site parking licences for a 

ing freight off the roads and 
onto rail will be made this 
year. At the same time, road 
hauliers will be allowed to 
operate 41 tonne vehicles - 1 
tonne more than the new 
European target - from Jan- 
uary 1999 as long as their 
vehicles have six arias . The 
haulage industry had 


certain number of vehicles. 

John Prescott, deputy prime . 
minister and chief transport 
minister, was keen to 
emphasise yesterday that 
motorists would benefit from a 
reduction In congestion. The 
car driver breathes in air which 
is three times as polluted as the 
ar outside,* he sdd 

However, to help persuade 
m o to rist s that their Inter e s t s are 
not being neglected, he has 
also offered the inducement of 
improved traffic Information and 
management, through a network 
of control certres. 


pressed for 44 tnnnai 
• Ships. The government is 
still working on its 
long-term policy to boost the 
British merchant fleet But 
coastal and short-sea ship- 
ping will in future be eligible 
for freight grants currently 
restricted to rail and inland 
waterways. -• • • 


Minister proclaims golden era for the bus 


By George Parker, 

PoMcaJ Correspondent 

John Prescott, deputy prime 
minister and chief transport 
minister, yesterday pro- 
claimed a new golden era for 
the bus, promising that the 
government would help to 
transform it from “a work- 
horse to a racehorse”. Mr 
Prescott wants most new 
municipal investment in 
public transport - expected 


to total about £ibn ($L65bn) 
by 2006 - to go into improv- 
ing bus services. 

The government’s policy 
paper signals a shift away 
from more glamorous urban 
transit systems, such as 
tramways and light rail, 
which the government feels 
can be a waste of money. It 
envisages new measures 
such as extra bus lanes and 
other priority measures, 
rather than a repeat of the 


debt-ridden “supertram” 
project in the northern city 
of Sheffield. 

“We believe resources 
available for funding local 
authority capital expendi- 
ture on transport can, in 
general, be used more pro- 
ductively supporting pack- 
ages of more modest mea- 
sures which spread benefits 
more widely," the paper 
says. “Funding for major 
light rail schemes will 


therefore not be a priority." 

Gordon Brown, chancellor 
of the exchequer, earmarked 
£45m in his Budget for 
improving rural has ser- 
vices, but any substantial 
new investment by munici- 
pal authorities is not expec- 
ted until after the next 
election. Mr Prescott says, 
that an extra two passengers 
on each bus journey will 
generate an additional £400m 
for the industry. 


- He added that bus opera- 
tors would be encouraged to 
invest in new vehicles, bet- 
ter bus stations and even, 
some “charm school” educa- 
tion for some of its staff Mr 
Prescott also hopes to tempt 
drivers to swap their cars for 
the train, through better reg- 
ulation and new incentives 
to train operators to improve 
services. 
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BT soon to 
complete 
national 
network 
for data 

By ttnCSDe to. tartan 


British Telecommunications 

is expected - shortly to 
announce that it is dose to 
completing a' national tele- 
coms ' network designed 

specifically for- data 
traffic.' . r ' 

It is already developing 

the largest pan-European 
d ata network in conjunction 
with its European aides. The 
two together will '.comprise, 
the world's most extensive 
and advanced data network. 
It will dwarf the. networks 
being constructed by new 
rivals such as WaridGom or 
Esprit. . 

The new UK network. , 
based cm 35m' km of fibre 
optic cabling, been bafttin 
parallel with, the existing ; 
national network. It will 
enable BT to offer an. exten- 
sive range of business and 
domestic services and" is 
expected greatly to increase . 
BT’s attractiveness to an | 
affiance or merger partner. 

The UK company had been 1 
criticised for lagging behind , 
other operators in installing 
tha infrastructure to 

benefit from the explosive 
i ncrease in data traffic. -The 
surge in such traffic is aeon?, 
sequence of the popularity of 
the internet Analysts think I 
the point at which internet 
traffic will overtake conven- 
tional voice traffic is likely 
to be 2004. 

The new BT network com- 
bines conventional data 
transmission with the inter- 
net: All BTs top executives 
are already connected by 
toiaphnnag which transmit 
voice over tire internet 

Industry sources say BT 
has established 18,000 fibre 
“nodes" throughout the 
country. Nodes are points 
from which liwM can be 
routed to customers’ prem- 
ises. It is thought that 85 per 
cent of UK businesses are 
now wi thin soo met res of a 
fibre node. 

The manufacturers supply- 
ing the key network compri 
nents - Marconi Communi- 
cations of the UK, 
Newbridge Networks of Can- 
ada and Cisco Systems - will, 
share more than £Ibn" 
9L65bn) of capital expendi- 
ture. Marconi Communica- 
tions is expected to 

flWTKinnn» that it has been 

awarded, contracts worth 
more than £5O0m for the., 
basic network technology. ; 

The UK company,- tori r 
marly GPT before Siemens of 
Germany , sold its minority 
stake to GEC in Jane, is a 
world leads' in Synchronous 
Digital Hierarchy (SDH), a 
high capacity transmission 
technology which is “self 
healing" if faults occur. 
Sane 2500 SDH systems are 
expected to .be Installed by 
the end of 2000.- 
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Exchange fails to stimulate traders 


By George frabam, 

Banking Editor 

The London Stock Exchange 
opened at 09h00 yesterday, 
half an hour later than 
before, but the extra think- 
ing time was not enough to 
solve the problems the 
exchange has been experien- 
cing in early morning trad- 
ing on its Sets electronic 
order book. 

Exchange officials had 
hoped that delaying the offi- 
cial market opening would 
give traders and fund man- 
agers more time to compose 
their thoughts, so they 
would be ready to place 




orders on the market as soon 
as it opened. 

But the first day’s experi- 
ence, admittedly on a quiet 
summer’s day with a mere 
580m shares changing Vmnrig, 
suggested it will take more 
than an extra 30 minutes to 
encourage investors to deal 
through Sets, which is cur- 
rently handling less than a 
third of total volume. 

“It essentially confirms 
what most market profes- 
sionals have been thinking 
which is that papering over 
the cracks in this way does 
not resolve the underlying 
issues,” said John Paterson 
at Albert E. Sharp, the stock- 


brokers based in the Mid- 
lands city of Birmingham. 

The stock exchange has 
been embarrassed by the 
erratic prices thrown up on 
Sets to the first minutes of 
trading. The spread between 
the best baying and selling 
prices on Sets has averaged 
mate than 150 basis points at* 
the opening, tight en ing to a 
more acceptable GO basis 
points only after 30 mfohtes 
or more of trading. 

By opening at OSbOO, the 
exchange had hoped to nar- 
row these early spreads, but 
brokers yesterday saw little 
evidence that 1 he ploy had 
succeeded. “I still believe 


that anyone' tratfing at 09b00 
is rtaktog the Sets ‘marga- 
rine spreads* - more spreads 
than. Safeway [the food retail 
chain),"' said Justin. 
Urquhart -Stewart of Bar- ' 
days Stockbrokers. 

The exchange said yester- 
day that it would be looking 
at spreads over the coming 
weeks! Institutional toves- 
tozs. ifcjte keen to improve the 
quatft^ of opening .prices, 
Alan line, chairman of the : 
Institutional Dealers Associ- 
ation, said: “H this doesn’t 
work, well have to look at 
an opentog auction.'’ 


NEWS DIGEST 


NORTHERN IRELAND 


Sinn Fein pair may not be 
put forward as ministers 

G«ry Adams arei Martin McGiJrtness, the testknown- 
pofiticlans In Snh ran. pofitkraJ wing of the Irish RepubfiOTi 

Amw. may net be norninrted as mWstera to the new Nottoetn 

Ireland executive in a tactical move by the pttty- No ttedaon 
has been made but a swdor official-said: "it might be better 
to go for one or two other people, perhaps changing them 
perioicafty toaptead tha experience/ 1 • • 

David Trtmble, Northern Ireland’s first mlntetw, says Ns 
party \mB not go Into government with Slnn-Mln i«B t he IRA 
"decommissions” Its arms, but a senior advteer acKnowtedgod 
yesterday that If Sfew Fein appointed members with no taiTor- 
ist record ft could undermine their case. Mr Trtmble Is leader: 
of the Ulster Unionist party, toe hugest pro-British party in 
Northern Iratand. • - ' 

Under the UK governments Northern Ireland Bffl, assembly 
members can face exclusion only If toay are deemed tote/ 
•not committed to non-vtolaoca and exdurtvrty peaceful and 
damocraBc means". John Murray Brown, Dubfln and . 
David Vffgbton, London 

consumer conhdence survey 


Domestic spending still robust 

Consumer corrfkienoe in Bri tote hasdropped to' Its lewest' 
level since the Labour govamnHkttTsame to power last May. 
but strong credit carl txvrowtng s uggests tort domestic 
spemflng ramairo robust. •• 

- The European Comroi a sion monthly survey, canted out by 
potting organtetoiori GfK, showed Its composite index of oon- ■ 
sumer confidence faJBng to minus one In July, from pfos two 
last monto and plus seven in May. 

•ft is dear that pubSc confidence In the state of the econ- 
omy is dwindling rapidly" , GSK sakl 
The survey coincided wlto figures from the Bank of " . 
En^and, toe UK central tnnk, showing that growth In toe 
broad money supply measure M4 - cash plus bar* and 
building society accounts - has decelerated Into the "monitor- 
ing range” watched by the former government- M4 grew te a 
seasonally adjusted 0.7 per cent in June, puHftrg the annual 
growth rate down from 92. per cent to 9 par cent This is the 
top of toe old 3 per-cent to 9 per cent monfforfrg range. The 
broad money supply measure Is now growing stita slowest 
rate since September T995. Robert Chot*, London 

CONSERVATIVE PARTY COST-CUTTWC 


Regional offices tp dose 

The opposition Conservative party tetcT cut up to 2B per cant 
of its 193 staff at Conservative Central Office, axe aft eight - 
English regional offices and after business liaison operations 
to stress ftrofraising. Those kreafl rrtonifts being pushed ■ • 
through toy Archie Norman, patty ^flcte^hairmart eWt Chairman 
ofthe Aada BupernrarketcWto, >; ... . 

The severity of toe chang te/ tbfbo ahnemoed within the 
next few days, was NghOghfedby the recent r esignation of 
Topy Garrett, the party’s cibief ageht and dkactor of cm th 
paigns, after 27 yaar&’asrvica Mr ffoonan. a former manage- 
ment consultant, said: "We want Central Office to be a worid- 
ciass political organisation whDe grttaig axperktiture down to 
£10m ($16^0m)." Uam HaBgan, Andrew Pakar, London 


UNID0N MURDS INQUIRY i 


Call for police chief to resign 

The mother aha murdered blade teenager called y esterday on 
Sk Ftaiil-Cbhdon, CorrerBSsfonef of the Metropoftian Police, to 
res^- Sr-Part is police chief for aRctf London axo^ftthe ' 
Cftyr-.;;,: '• -. : * • • 

- -Ddfeeri rEawrence was speaking at the end of toe ftat stage 
of an inquiry Into the murder of her son Stephen by a white 
gang to a. London bus stop jn 1993. "The inqutry lnto my 
eon^s mtottor has shown the public at taege how blade people 
have been, and sttil me being, treated by those who say that 
they heat everyone aiace," said Mrs Lawrence. Wben esked if 
Sr Paui should resign, she said: "Me was there from the word 
go supporting his officers and therefore I think he should 
rasiga“ 

The cEmax of the foquky came three weeks ago when five 
suspects were forced to give evidence. The five man have all 
to various times been charged with the murder. Three were 
acquitted after toe coflapse of a private prosecution brought 
by Mr and Mis Lawrence. The charges against the other two 
never came to court. ■ ' 


ZURICH T00TN DECAY TESTS 


Fruit drink claim challenged 
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BUSINESS OPPORTUNITIES 

RBmBi9*BgfiBCOiap«^ToseBCAt>PBOPBOtrEPBofascwiU-AOV!CfiBgOHEang»*GwrocoiiWTipn3 


Singer & Friedlander 
Factors Limited 


cepitotfrilu*,- 
Kapaur pramstd 
/aJrpntJrnifiom L'K itrart^gbnti 
Ciia\.-.>mtKu aNr *uto nvrr&att rtacl 

Singer & Friedlander Factors 
Where Tradition Conies of Age 

iSuiger it Fricrilanriir Fvton Liaw eJ 

. Ensren H,w, AdmraK Way. London EM 9YX 

The coa^>any. leasing medical cqui pmcm. seeks imeresjed powers for 
Funhcr initmtiaijon on fw: tOO 420 2j 573 20 871 


COMPUTER CONSUMABLES 
OFFICE FURNITURE /STORAGE 

WaAdeuqtftarihmnr/ large raster d office products 

BitemativetyjoiMvorture 
High pn>Rt po»nttat Mo capital sum: 

Terrtoriec avaHabtK Northern Ireland; Southern Treland 
Chatvtef taies. GtxaHar. (others on request] 


IX BUSINESS EXCEPTIONAL POTENTIAL 

UK Bmh> StffiwuE Company wih hajob orwok mauics «® 
DDMcano sxrEUiTi uwr is Looms for ah I.T. EMaaw an to 

40M AS DMBCRMt / MRIWR AMD HOP TO EXPAND T* BUSWUW . 
Must hava broadba sed I.T . tectmteal e»perienco and lausineas contacts. ^ 

-^Amitctb MMiMiSi nMMt 
•. t«ift>gaasqaanwB»^ja«i^«iag^B<aim w%ai — or «e* ■ 


Offshore 
Banks 
Formation 




OIL HOTEL & LBSDBE COMPART 

M^oilty staehok&ng nat^la in 
3/4 star Hotel S Leisure Company. 

Bperiencednon sharataftfinu 
man^eneni wift fine back record. 
Forecast profits in excess of 
£3m and growing. 
Man^emert wish to expand 

Bn BOO, FboodM Tiatt. 
ftn Taitt A Aii raa^ tacrtwlH ML 

| Poaritn Krrr FemtrumakarbtdbT 
I hr /mow ■fCkonoitflaama 
« Eaftmt mtA Waio to cmr? Ok 


AolMkios peo|A; iridi 
nuagonax / kadcntup dciQt 


CBAtSVLlSLAWS & WOBUJMDE 

Onseott Coa<mmrroD(AnoN5 
&AmtX2STfunm. 

AoxSeshcb 

Foe fzee tnlarauikvi ct»«act 
CROV TRUST LIMITED 
T'naor.MDmdFlKe. 

« HcHes. Jersey TE2 «t 
Ttt mSM)S7tC74 Fare (01534) 35401 


INVESTMENT 

OPPORTUNITY 

L5COJXQ souft* lor arrimnmcBBl 
Co with name W Rduaion ml 
rct-yciing |iuUls wdUng to 
UK local tuthoriricc aid in Canarta 
OFSXqtnjttd 
1M: 01494-565596 
VACurpooK Pukx 
!■! imiir i Mi imam rrinmil' n «■ 


Sn /S even FKose Fotcvtul 
N ot MLM or RmcMcaf 


Corporate Rnancier ? 

We are a long estabishad M & A broker specialising in firms of 
pr a ct i s i n g a c co u n t a nt s which we have been serving since 1973. A is 
now our intention to establish a corporate finance division, the 
services of which we wi market to ots principals throughout the UK, 
as an addffional service for their cherts. We seek an experienced 
mdMdual or Ann to which we can refer the pro-qualified business 
leads we wK generate. 

Sand fuBest infonnadon to; Jeremy KHchln, 

KTA Professional Servfcee Ltd, Halifax House, Maneffeld Roed, . 

FamsfUd, Newark, NG22 WF . Tel 01023 882727. 








The Joint Administrative Receivers, Edward KJempka and 
Stuart Mackeflar, offer for sale the businesses and assets 
of these two Leeds, Yorjcsbire^ based businesses .invoked . 
in the tfistribution of resin for glass lamination, supply of 
specialist glass products, the manufacture of machinery for 
production of insulated glass and glass processing. 

Printipa) features of the business include: 

• total turnover c£4m LCD-/. - £2.7mr UnHam - f!-3m) 

• recognised trade name 

• international customer base 

• operates from leasehold near city centre 

For further information, please contact Julie Cdgan of 
PricewaterhouseCoopers, Benson House, 

33 Wellington Street, Leeds 151 4JP. Td: 0113 289 4000. 
Fax; 0113 2894473. 

pmWmxisE@opma 


WMUihwiiCKpm.fc^MwrtMVbi'AwtwtowMO 
in b^ntjral w*i •> «y oi lawnnvi I 


BUSINESSES FOR SALE 

I CUNLIFFE GRAVURE 
LIMITED 

In Administrative Receivership 

The Joint Administrative Receivers, J J Gkave and 
D J Whhehouse, offer for sale as a going concern the 
business and assets of Cunliffe Gravure Limited a 
gravure cylinder manufacturing business. 

• 1997/8 annual turnover circa £2. 5m (4,500 
cylinders sold) 

• 10% of the UK market for gravure cylinders 
• 30,000 sq feet leasehold premises in Langefni, 
Anglesey 

• Blue chip customer base 

• Dedicated and experienced workforce of 30 

■ Modem reprographics unit 

For further information and a sales brochure please 

oontact James Gleave at Buchler Phillips in 

Manchester on 0161 228 6622, fax: 0161 228 1199. 

18 Oxford Court, Bishopsgsie, Manchester M2 3WQ. 


Buchler Phillips 

RECOVERY AND HECONSTHOCTlOfl 


JzaSSSSS* 


CHRISTIE &.C2 


Surveyors. Valuers & Agents 


Herefordshire 


Dual Reosteked Home to* 33 

• Pnpose built. 14 itrtfcnbil and 
19onsmg. 

• 25 tangle and 4 twin bohowiit . 

• B person passenger Eft- 

• Dcwefapcncni pttenoaL 
£89MWvuraou) 

Bristol Offie* R*f340TI42MliA 

0117 974 4566 


Nottlnghamshire 


Nursing Home 
REGBTEB fiD FOR 34 INCLUDING 
4 Restdential Cask 
■ Sriwarofial deocted property 
ttaading in extensive pwwb. 

• fte rswge £318^325 per pHoaa per 
week. 

• Fee inr-nrrw year end 31.3.97 
£435 J5?. 

£558,088 FBSEBQLD 
Nottingkan Offer 

K4S7FI702SI/MA 

01150483100 


Somerset 


j Rksdentul Cake Home 

REG3SZ8IZD F0C 26 
- P^urftfri pmpeny ta ff BBBWh 
I ’h wan of grands. 

| - 20 singles, roostiy en ante. Owner’s 

fltf. 

-Avenge fee £248- -DO f317A65 
j <1997) Prnfii£l4U95. 
UMjmnxnou) 

Bristol Office RefUrtTlfn/ttA 

01179744506 


Lincolnshire 


REsasmiAL Cade Home 

• 4 *Jngle snd 4 twin TOoms end 
owner’s flat 

i -pe«noge£22M2Spcrpe**Bnper 
week. 

- Income year end 3ML97 £142600. 
i - Ttsdmjt with high uccnpancy. 
j £268,000 RE8B0LD' 
ffoohigh^ Office 
gtfS7FT702S2MA 

0U5 948 3100 


Sheet Metal Fabricators 

Leicester 

The Joint Administrative Receiver Allan Graham 
offers for sate the business and assets of 
Peachmay Limited: 

■ High quafity manufacture' in a variety of sheet 
metal materials; 

■ Modem freehold factory housing a 
comprehensive range of machinery and 
equipment, including CAD facilities, for all types 
of welding, CNC folding and punching; 

■ Established customer base; 

■ 36 skilled employees; 

■ Turnover o£1 .3m per annum; and 

■ ISO 9000 (BS5750) compBant. 

For further details contact AUan Graham at 
KPMG, 1 Waterloo Way, Leicester LEI 6LP. 
Tefc 0116 256 6000. Roe 0116256 6033. 

KPMG Corporate Recovery 

KWQ is authortaad tty the Institute of Chartered Accountants In 
England and Wales to cany on trwesment Business. 





No rther n Fugfand 

18 hole parkland golf course 
8 bedroom Grade II listed Priory 

■ Cricket pitch 8c pavilion 

■ Planning for 60 bed hotel 

■ Excellent motorway access 

Joint agents 

Scorer Clay Richardson Humberts Leisure 
Tel: 01780 762433 Td: 0171 629 6700 


^t^stantid Hik 


Pot tottetAlccffl* 1 *® pleas? 

ST^riwaaWK fuLveci rj 

'63 tincolik's lw* Pdds, .-. . 

rtitaJunWCtAyX • ^ 




Weil prrttTOtd end teng moblhhpd' 


i- High Swi pojjwwj -F 
-F Four good, long team -#■ 

•h Path- saffed * 

+ Rot £30.000. Rates £J, J00* 
-rAadurd ocaosnl} -f 
■f-DOfSOftOIO* 

Offers m excess of £450,800 
SiSMSSnSd[ 

One SeMhwwt Bdd^ 
LarinSEim. 


Internet Names Service 

■ Global Market 

• Huge Sates PolentJal 

■ Majority stake for £30K 

• M.D. Fully occupied 
with other ventures 

Prefer Corpoevte lit it up *ah 
eempOMe orgmisaotm. 

Sec; ivwwJnenietrepwj'^.iik 
CootwU- by ««*U 
M>wwergiaimiidw|j«ti>pteJk 


VCR Investors put early rounds of capital info Coffee 
RBpubTtc and BruceS Brewery (of Ftrkin pubs fame). 
Our monthly report features screened investment 
opportunities in all industries. Visit www.vcr1978.com 
or can VCR on 01865 784411 to find out more. 


j/IMOBI/NEDV 

Senior directors seeking 
full time CEO/MD roles 
or part time 
NX Chair/Directorahips 
are sought Tor intensive 
technical briefing, 
screening & introduction 
to c 30 MB! opportunities 
per month in turnover 
range £5m-£80m. 
Candidates toast have: 

• Min 3 yrB MD experience 

• Doubled profits in 3/5 yrs 

Qualifying directors sbcnild 
send their CV & will 
receive our literature. 

CEO is a unique UK service 
for Chairmen/CEO’e & Mil’s 
seeking entry into the 
MB I/O marketplace 

The Chief Exec u t i v e s Office 
Queens Chambers, King St, 
Nottm NG12 2BH 
Tel 0U5 850 9583 
Pax 0116 9S6 3584 


MAKIDiANCE W0B£ffl0f SUtilHt 

♦ On bond ladban. 

♦ Mrnl} ruiop md t jat n up . 

♦ Nationwide. 

♦ EnaUhhed owr W yewv 

♦ WmSaiomn 

♦ SoIcko«ct£I ailHm. 


dndap ms*d ihare 

Fax No. 81905 413523 


Yerrshirs spring v.-ater cempany 
SttbWOil 1SSJ 

i Rsser:f-# SKi-ifeS r.;nsra: ste?.rt. 

Me* F ,;Tr-r,- -l i ?!j(*c;t.:a ‘l~.\ \.n 
rzii £•; n ! n; 

t'jri tj ssvsie: 
l» -S ..=x?c f ; nor!**? f . 

V. i;.,x i I 

I.-Wa,.!. ... I ■»; ! VI IS 


Play Equipment 

UK manufacturer of Mlatabfes. 

successft^ exporter, 
turnover £1 m pa. NPBT El 60k 
mtsre6led to dacuw 
merger for Dotation or sale. 

Principals only Fax No. 
t 0171 931 7669 

iMauafacturiag Company 


To fadltatB the retirement planning 
of the Directors, this specialist 
company, ament T/O £5M pbjs 
wtth excefcnt p-tp. 
seeks total equity buyer. 
Freehold premises form 
partofNAV. 




Dress Manufacturer 
For Sale 



H(.\ I550S5. l-'i!;;inci;il I inu-'.. 
( JiK* Sooilm ;irl. IInd“i-. 
I.i)!iiln;i <l-:i 'HU. 


COACH HIRE COMPANY 

VMaoatdbdwd. 

Bust 8ou«l E«bL TO ESS0K. 
SuuranOal cngokig earmad Ineoma. 
f esaaoWpinmin— 

Good mBiwgenwnL 
ram gppty to: 


TM5W1fcm Boed 
London NW13SJ 
Tot OVn 3882636 


Bectronics Factory 
For Sale 

Fity equipped tnenau 
else /tanks assembY toctorv 
OfZSAOO *q ft at PyUe 
the of Wight. 


Contact: Jeremy Even 
01273 861151 


For Sale 

Worldwide Aviation 
Sales Magazine 
• lay alMeM customer base 

* Currgif grvnAh rate 10% per month 
Principal only may apply to 
Box E&988, Financial Times, 
One Southwark Bridee, 
London SE1 9HL 


, - IZE-Z! j 

III •''■:•••. I. : ■ •' 

:_■! . 1': -n f - 


Hie Business 
Section also appeals 
elsewhere in 
this edition. 


MBI/NED 

Exclusive forum (or 
Chairmen/CEOs £ MDa 
seeking M&G roles to men 
20 leading venture capitalist* 
& corporate financier, in 
workshop formal. 

Case histories indicaw bow 
a stake of e£50k con secure 
MB I appmntmenu. 

Chairman: 

Sir Kit McMahon 
Former Deputy Gorrmor, 
The Bonk of England 

x l/K* definitive 1 day a 
Seminar / Works h op 

f- ~- Oct 20 ^ 

Belvoes Castle 

1 Leicestershire J 
Sponsors: 

■ Barclays Private Equity 
■ Nat Weal Acquisition Finance 
■ Arthur Andersen 
Corporate Finance 
* Garretts Corporate Lawyers 

TV CW toWI ref OtBce. 
Queens Chambers, 

King Si. 

NoOmNCl ZBH 
Td: 0I1S 958 8383 
. FtacOUS83883M . 


Fast growing, profitable 
and innovative company. 
World leader, valuable 
IPRs, immediate 
opportunities. 
Dynamic leadership 
needed to realise full 
potentiaL 

Outline CV pteasa to 

Fax: 01242 2S2215 


f AUSTRIAN \ 
Importer / Dtatributor 

vwhftU k*aaa <fc, wa* cirtBra 
irlmom to taper- and Inpcrmartcn m 4te 

aoa-fond crapn m toM Snxca8avt 
haagant Skmatia Cmck KipaUc. 
iltaakmtforntmUe 

British manufacturers 

tnurrsttd m ct>-apmtMg in these maricn 

Fax 0043-1416 3518 


BUSINESSES FOR SALE 


BDOSTOY HAYWARD 

BY ORDER OF THE JOINT ADMINISTRATIVE RECEIVERS 
D. SWADENFCAfcCCLS. MACMILLAN FCA 
IN THE MATTER OF 

HOYLE BUTTERWORTH 
LIMITED 

in Administrative Receivership 
Offers are invited for the sole of the business and assets 
of the above company 

• Industrial fabric weaving and bed-linen manufacturing 
company 

• Modem Rapier weaving equipment 

• Strong order book including US Blue Chip customers 

• Turnover approximately £2.9 million per annum 

• Leasehold premises of 67,000 sq. ft. m Rossendale, 
Lancashire (freehold possibly available) 

• Established 1874 

Enquiries should he addressed to Tracey Pyr. 

BDO Stay Hayward CRJ inr\n 

Peter House, Peter Square IPl/D 

Manchester Ml 5AB * " ■ 

Teh 0161 236 1955 Fax: 0161 228 1929 


Computer Component Distributor 

A highly profitable computer component 
distributor Is available for sale: 

Turnover £7 million 
Earnings £600.000 
Net assets £800,000 

For further deiaih coniaa 

Mark Lcdger-Beadell 
NSP Corporate Finance 

Douglas Hi Hive East Street Tonbridge KvniTKulHP 
Tel: 01732 771567 Fav 01732 354418 
email: oJ\' ice (^ nspca-ilenmn. cn.uk 


Corporate Finance 


,V£P Crrponilt Ft irdnv ii a dtrintat of ffSP Chunen-d .-Uviwusi/i 
uhtch u autlhiiiseJ Mr the hutiluir ,tf Chartered .4, . iiwuanlr 
M EngLatJ aikS Ua/ri In carry rm tn\ eamrtu Iwiinru. 


yosa *?Aiua 

MmLANDS BASED HOUSE 
BUILDING SU8SUMAHY 

wDi 

SuKtsiWIly umpTet-fl (t»risanml 
aal * aaK c< trd cptions 
fthei a*5KJt*t,MC 
tRhixzsakoMaibUii 


Manufacturer of Unique 
Garden Product. 

7, 0 £200.000. 

V." ; • r v:.- 

".is;.' -..-r 7 

3' c :: £: ■ .'■£ 

3sx SS&SS. rmnnciftl Timns, 
One Soulh'.vp.rk B:idgo. 
Lorccn SE1 Oh. 
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, CONTRACTS & TENDERS 

TORONTO, GREY AND BRUCE RAILWAY COMPANY 
NOTICE OF MEETING OF HOLDERS OF 4% FIRST MORTGAGE BONDS, DUE 2883 

AND 

NOTICE OF APPLICATION TO THE ONTARIO COURT (GEN. DIY) FOR APPROVAL 
; OF ARRANGEMENT 

TAKE NOTICE that a meeting of holders of 4% First Mortgage Bonds, Due 2883 
(TG&B Bonds”) of Toronto. Grey and Bruce Railway Company (TG&B”) (the TG&B 
Bonrfiiolders Meeting”) will be held at The Royal York Hotel, 100 Front Street West 
Toronto, Canada on Thursday, September 17, 1998 at 10:00 a.m. (Eastern time). 

AND TAKE NOTICE that an application commenced by the Ontario and Quebec 
Railway Company (“O&Q"). Canadian Pacific Limited ("CPL"), Canadian Pacific 
Railway Company {“CPR”), St Lawrence & Hudson Railway Company Limited 
(”StL&H”) and TG&B for approval of a proposed plan of arrangement (the 
•Arrangement”) under the Canada Business Corporations Act and a motion for 
approval of the final order will be heard on the Commercial List of the Ontario Court 
(General Division) at the Court House, 393 University Avenue, Toronto, Canada on 
Thursday, September 24, 1998, at 10:00 a.m. (Eastern time) or as soon thereafter 
as the matter can be heard. The Court has also scheduled a hearing for July 30, 
1998 to consider a number of issues in relation to the Arrangement prior to the 
TG&B Bondholders Meeting. 

The TG&B Bondholders Meeting is being convened to consider and vote on a reso- 
lution with respect to the provisions of the Arrangement relating to the TG&B Bonds. 
As part of the Arrangement, each TG&B bondholder (other than CPR and dissent- 
ing TG&B bondholders, if any) may elect to receive common shares of CPL fCPL 
Common Shares*) having a value equal to £100 (based on an established rate of 
currency conversion) in respect of each £100 of TG&B Bonds heid, together with 
accrued and unpaid interest, if any, thereon up to and including the effective date of 
the Arrangement (the “Share Election”). A TG&B bondholder who doss not make the 
Share Election wifi receive £100 cash (or, at the election of the TG&B bondholder, 
the Canadian dollar equivalent thereof based on an established rate of currency 
conversion) in respect of each £100 of TG&B Bonds held, plus accrued interest In 
order vatitfiy to make foe Share Election, a TG&B bondholder must surrender cer- 
tificates representing aB of its TG&B Bonds and all unmatured interest coupons, 
together with a letter of transmittal in proper form, prior to 5:00 p.m. (Eastern time) 
on the later of: (i) September 15, 1998; and (ii) the second business day immedtote- 
ty prior to any date to vfofch the^ TG&B Bondhofcfers Meeting may be acfpumed or postponed 
A joint management proxy circular of O&Q and TG&B, together with a letter of trans- 
mittal and a form of proxy, has been prepared in respect of foe TG&B Bondholders 
Meeting. In advance of the TG&B Bondholders Meeting, holders of TG&B Bonds, 
which are issued in bearer form, may obtain foe joint management proxy circular, the 
notice of application and the notice of motion for approval of foe final order, a form 
of proxy and certification of ownership containing instructions as to the provisions for 
voting by proxy or atfenefing the TG&B Bondholders Meeting and a letter of trans- 
mittal from The Trust Company of Bank of Montreal at 129 Saint Jacques Street 
West, B Level North, Montreal, Quebec H2Y 1L6, telephone 1-800-332-0095 or 
1-514-877-2584. 

Any TG&B bondholder desiring to appear at the hearing of foe application scheduled 
for September 24, 1998 or the hearing scheduled for July 30, 1998 is required to 
serve upon TG&Bfe solicitors, McCarthy T6trault, at Suite 4700, Toronto Dominion 
Bank Tower, Toronto- Dominion Centre. Toronto. Ontario M5K 1E6, Attention: Michael 
Barrack on or before 2:00 p.m. (Eastern time) on September 22, 1 998 (or such time 
on July 28, 1998 in foe case of the July 30, 1998 hearing), a notice of appearance, 
including an address for service, together with any evidence or materials to be pre- 
sented to the Court and to file proof of such service and a copy of such materials 
with foe Court at the Commercial Court office, 393 University Avenue, Toronto, 
Ontario MSG 1E8. Telephone inquiries concerning foe application may be made to 
Michael Barrack at (416) 601-7894. 

DATED this 14th day of July, 1998. 

R.V. Horte, Corporate Secretary 
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MANAGEMENT & TECHNOLOGY 


INTERVIEW KUMAR MANGALAM BIRLA 

MonarcE of 


SCIENCE VIEWPOINT RICK CANNELL 
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a scattered 


empire 


TTie head of India’s 
second-biggest 
industrial group faces 
impatient investors. 
Krishna Guha explains 


■PL " 'The journey from, crown 
P\ prince to monarch has not 

Keen easy far the ai.uMr. 


P* — been easy for the 31-year- 
old chairman of Aditya Birla. 
India's second biggest industrial 
empire. 

Heir to a business dynasty that 
dates back to the days of the Brit- 
ish Raj, Kumar Mangalam Biria 
was thrust on to the throne by 
bis father's sudden death three 
years ago. Shortly afterwards, 
india's economic renaissance fal- 
tered. plunging Adilya Birla into 
a fierce battle for survival. 

Shareholders are demanding 
that Mr Birla take urgent steps to 
shake up the group with interests 
in 35 companies, spanning India 
and south-east Asia, which Is 
active in at least 60 industries 
and has a turnover of about $5bn. 

Many doubt that Mr Birla can 
impose his will on the powerful 
satraps who governed the empire 
under his father. 

But there are early signs that 
he may in time prove his detrac- 
tors wrong, la the past four 
months he has announced a 
string of acquisitions - Including 
deals to boy two cement compa- 
nies which win lift group flagship 
Grasim Industries to number 
three in India’s cement sector. 

“We are looking at growth 
through acquisitions in areas of 
core competence," he says. More 
acquisitions will follow, but Mr 
Biria insists there will be no 
empire building. “Strategy is first 
of all value creation for the 
shareholder.” 

Sitting in Mr Bfria’s office in 
industry House in Bombay, 
where wood-lined corridors hang 
heavy with the portraits of ances- 
tors who built flie family fortune 
in the imperial city of Calcutta, it 
is easy to fed the burden of his- 
tory that sits on his shoulders. 

The young chairman asks visi- 
tors: “What do our investors say 
to you?" The bad news is that 


they are impatient, following 
a long period of underperforms 
ance. 

Last year Grasim and Indian 
Rayon. Aditya Birla's two diversi- 
fied conglomerates, reported a 
fall in profits. Indo Gulf Fertilis- 
ers was up. but against a previ- 
ous year in which production had 
been halted for several months. 

Only Rlndalco. India’s biggest 
aluminium producer, posted a 
healthy 14 per cent rise. Mr Birla 
blames the lacklustre perfor- 
mance of the Indian companies 
on the economic downturn. 

Ironically, the south-east Asian 
businesses, including Thai 
Rayon. Indo Thai Synthetics. Pan 
Century Edible Oils of Malaysia, 
and Indonesia's Elegant Textiles 
and Indo Bharat Rayon, are in 
reasonably good shape. Mr Birla 
says the units, which have little 
dollar-denominated debt and pro- 



Economic arguments form only part of the case 
for the preservation of species which are 
becoming extinct at a rate of 10 to .20 each day 


Kwnar Biria: ‘Strategy is first of a* 
value creation for the shareholder* 


It will be ‘another 


year, a year and a 
half before any 
big decisions 
are made 


duce mainly for export, ‘have 
seen windfall gains'' from cur- 
rency depreciation. 

The group is trying to cut 
costs, no easy task when the 
price of many industrial inputs is 
state controlled. ‘The focus has 
been on productivity, quality and 
more and more value-added pro- 
duction." says Mr Birla. 

But he knows that Investors 
will not he satisfied with incre- 
mental productivity improve- 
ments when the issue of rational- 
isation remains unresolved. The 
group, he says, will look at get- 
ting out of sectors where it is not 
in ' a number one or two position. 

He runs through industries 
where Aditya Birla companies 
are leaders. “We are the biggest 
producer of viscose staple fibre in 
the world, biggest in rayon, and 
as a group one of the largest 


cement producers In India. In 
aluminium we are the largest in 
the country, in insulators the 
largest in India and third in the 
world, in carbon black second in 
India and sixth in the world." 
These are likely to form the core 
long-term Indian hriMinp: 

However, the quality busi- 
nesses are scattered across the 
group and mixed with activities 
that lack synergy and, in many 
cases, are uncompetitive. Grasim 
and Indian Rayon, for instance, 
both produce cement and artifi- 
cial fibres - as well as pulp, soda, 
textiles, carbon b lack, magnesia, 
iron and insulators. 

Investors complain that Mr 
Birla has not even begun to 
restructure his vast inheritance. 
“We are listening," Mr Birla 
insists. “Businesses have grown 
under the licence raj regime. Ton 
did not have the option of where 
you put up a plant - you put it 
up in the company where you 
had a licence." 

Mr Biria says Aditya Biria has 
to examine the costs and tax 
implications of restructuring. He 
says it will be "another year, a 
year and a hair before any big 
decisions are made. 

Mr Birla has to invent a group 
identity and manufacture levers' 
of central control. This year he , 
asked top executives at Grasim 
arid Indian Rayon to pool their 
portfolios. "All the cement busi- 
nesses of both companies are 
under one director, all chemicals 
under another director." be says. 
"It is the first time something 
like this has happened." 

Investors are likely to see more 
of co-ordination over the next 
two years. The big question is 
whether this will provide a plat- 
form for future change or an easy 
alternative to tough decisions. 


Last week's news that 8 
drug derived from a 
fungus found only on • 
Easier Island. could 
sharply reduce, the risk of 
rejection among kidney 
transplant patients has 
highlighted the economic - and . 
therapeutic - value or 
biodiversity. 

About 50 per cent of all drugs 
in clinical use derive from 
natural products. This includes 
everything from fungus-derived 
penicillins to more recent 
medicines such as the anti-cancer 
drug taxol the precursor of 
which was discovered in the bark 
of the Pacific yew tree. 

The world's species are 
disappearing at an alarmi n g rate. 
Every day. perhaps 10 or 20 forms 

Of life that have fa Iran Tnillinng of 

years to evolve are becoming 
extinct In 1302, the Earth 
Summit in Rio recognised the 
problem with the Convention on . 
Biological Diversity. Signed by 
most of the world’s nations, this 
attempted to establish a 
structure for conserving 
biodiversity. 

The treaty also brought to 
international attention the 
economic value of biodiversity - 
and tried to ensure that the 
nations containing that - - 
biodiversity (usually the poorer 
ones) reaped its rewards. That 
means outsiders cannot just walk 
In and tap the biological diversity 
of a nation without agreeing to 
plough back some of the profits. 

A foDow-np meeting to the Rio 
Conference - the 4th " Cotifar ence 
of the Parties" - was held earlier 
this year in Bratislava and it is 
timely therefore to ask again. 
"Why bother to try to save the 
world's species? What is the 
value of biodiversity?" 

The answer is that most of the 
world stfll relies almost 
exclusively on plants and other 
natural sources for their 
pharmacy. Nature is chock-full of 
all irf fids of unpredictable 
chemicals and some of these will 
turn out to be wort h their weight 
in gold as multi-million pound 
selling drugs, or agrochemicals. ! 
or perhaps cosmetics, or food 
crops. 

Searching the biological worid 
for such new and useful . 
chemicals - “bioprospecting'’ - 
has been hyped as a way both to 


conserve arid gain a profit from . 
biodiversity — and indeed it can 
' perform these roles. But to 
discovers new drug from nature 
is a long and complex process. 

Very few compounds make it. 

through the screening process . 
and almost always, the naturally 
o cci m l u g chBmical requires a 
great deal of work and further 
modification to turn it into a . 
realistic drug candidate so toe - 
process has to resiiltin payments 
at different stages - not only 
royalties on the finished product. 

Bioprospecting is riot always - '• 
quite as immediately lucrative as 
some have been led to believe 
arid nations (such as the 
Philippines) that are imposing 
particularly strict costs and 
co nditions on those who wish to 
carry ant bioprospecting may be 
rendering their biodiversity too 
expensive to be of any use. 

We need biological cfiverslly 
too, not only as a source of new . 
products awri chemicals but 
simply to stand stIIL In 
agriculture, development of a 
disease-resistant crop variety, for 
example, is not the end of the 
battle against that pesL K wULbe 
followed, according to the 
I practice of evolution, by a pest 
that can ove r c o me the resistance. 

I It has been estimated that the 


‘quality* irf the genetic material . 
used in agriculture is decUnhigut 
a rate of about 7per cent per ; ; 
year. To keep agriculture - 
performing as at present requires 
fee input through toe ’ ■ 
a gricu ltural BAD process of new . 
/genetic material in the form af • 
crossbreeding with wild varieties 
at this ratm The more wfid forms 
-and varieties, the more chance 

there is of ■finding one with 

resistance to toe next pest ~ 

. -And then there is the value of . 

biodiversity In maintaining, the j 
environment in a^bnn fit tor- 
human life. What il we make 


Nature is - - 
chock-full of 
all kinds of 
unpredictable 
chemicals • 


extinct those micxooxganSsms 
that break down and recycle all 
that organic waste? In fEdure 
autumns, heaps of undecomposed 
leaves couldLbe a bigproblem. 

Not all species are equal:.- -some 
are more "valuable? than others. . 
The loss of "keystone” species ■ 
leads to the breakdown of - 
ecological frameworks. 

Even if we acknowledge that : 
biod i vers i ty has great value caa 

we everput any kind of figure orT 
its worth? tt is perhaps • 


impossible. First we do not even, 
know roughly how many species., 
there are: estimates range from . 
about an to SOm. 

Second, we canrBrt . even begin '. 

to predict the ’ways ah organism 
may beoTuse. As we^leem fonre • 
about diseases, we have more' . 
ways of looking tor useful:.! • 
chemicals. That is to say, . , 
organisms feat are no apparent - 
use may be tomorrow's saviours. 

'Who would have guessed, for 
pvampip that the armadlllals 
the only other animal apart from 
man that can catchleprosy and 
therefore has unpredicted <. ■ 
usefulness as an animal model 
for toe. study of this disease? /: ■■ 

Cost-benefit analysis is a legal 
requirement for many forms of ' 
environmental decision-making. 
But by assigning a financial 
v a l ue So biodiversity, do we - 
provide another weapon in toe 
conservation armoury, or do wej 
rather assign it a tag that Is- open 
to political manipulation? 

We need to ensure that the _ 
arguments are not merely 
economic ones. • 



We may be throwing away .. 

untold riches by falling to . . . 

prevent the reckless destruction 
-of species. And; mpre : 
Importantly, we have 
no right to deprive 
future generations of 
this enormous source 
of knowledge aid - 
learning - let alone JT.. 
economic wealth. ..} ■ 
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Amazing — dfc precious for study as the ooly animat beak fw human* that can catch leprosy Planet Earth 
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12 heads are better than one 


You have one brain, one pair of eyes and ears, and one day at o time. Your business has many facets, ail of which are competing 
for your attention. . •• 


How can you be sure that each and every aspect of your business is working together? That you are in the best position to exploit opportunities; 
as they arise in the ever-cbonging market place? The only solution is o comprehensive audit of your entire business. 


The Portfolio of Company Audits, from Financial Times Management provides that solution. Twelve individual process 
audits, with an overall-guide to integrate the results into a single, strategic picture. 


This unique self-assessment guide has been written by twelve of the world’s foremost experts, working with some of 
the leading management consultancies, such os: Andersen Consulting, Arthur D little, Cornfield. 

PA Consulting, WoJff-ORns, Novations Group, AT Kearney, American Productivity and Quality Centre, 
SRI, and the Technology Partnership. So you can tap into the leading analytical minds., with the breadth of 

experience you need; and the reassurance which that expertise brings. 


The Portfolio provides an objective, dispassionate framework within which 
to assess the strengths and weaknesses of your business - qualitatively 
ond quantitatively. . ■ 


Twelve individual audits, with one single outcome - a comprehensive review 
of your entire business. So you will know where to focus your attention for 
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More connected.' 


People are Informed. Businesses grow without chaos. And change doesn’t intimidate. In the more connected world, networks are fluid and dynamic. And information goes wherever people 
go-because that's where the work gets done. ■ No one knows that world better than 3Com. After all. it was our invention of Ethernet that got people connected in the first place. And we're 
already developing technologies to drive the converged networks of the future. Of course, after two decades and over 100 million customer connections, we know that there's a whole lot more 
,o being connected than simply getting connected. « With that in mind, we're building intelligent networks that allow large enterprises to manoeuvre more quickly and manage more 
confidently. Network access solutions that enable service providers to deliver more services with more reliability. Network-ready products that help growing companies do more with less. And 
personal connectivity tools that offer individuals more speed, more freedom, and more ways to enrich their lives. * From the heart of the network to the palm of your hand. 3Com connects 
Tore people and more businesses, in more ways, than any other networking company in the world. To find out how you can get more connected, visit us at www. 3 Cpm.com/moreconnected. 
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Trade mark 
protection 





European 

rL 

court 


Trade mark owners are 
entitled to stop their 
branded products from being 
imparted into the European 
Union from any country out- 
side the European Economic 
Area, the European Court of 
Justice ruled last week. 

The case arose out of a 
dispute between Silhouette, 
an Austrian branded specta- 
cles manufacturer and Har- 
tlauer. an Austrian cut-price 
retailer. 

Silhouette had refused to 
supply Hartlauer in Austria. 
In 1995 tt supplied a large 
quantity of out-of-Cashion 
spectacles to a Bulgarian 
company for sale In Bulgaria 
and the fanner Soviet Union. 

It was a condition of the 
sale that the spectacles 
could not be sold elsewhere, 
including the EU. Hartlauer 
bought the spectacles, 
imported them into Austria 
and sold them. 

Silhouette sought an 
injunction to stop Hartlauer 
selling its branded products 
in Austria when they had 
not been put on the market 
in the EEA by itselT or third 
parties with its consent. 

Its claim was based on the 
19S9 European trade mark 
directive, which provides 
that trade mark rights are 
only exhausted when the 
products have been placed 
on an EEA market by the 
owner or with its consent. 
The Austrian courts referred 
the matter to Luxembourg. 

The Court noted that 
article 5 of the directive pro- 
vided that registered trade 
marks conferred exclusive 
rights on their owners. 

Article 7 dealt with the 
issue of exhaustion. Exhaus- 
tion only occurred when the 
product had been placed on 
the EEA market by the 
owner or with its consent 

Hartlauer and the Swedish 
government argued that this 
left member states free to 
provide for exhaustion in 
their national laws, not only 
for products pat an the mar- 
ket in the EEA but also for 
those put on the market 
in third countries. 


LAW & PEOPLE 


Silhouette, supported by 
the Italian, Austrian, 
French, German and UK 
governments and the Euro- 
pean Commission, argued 
Hartlauer s position was con- 
trary to the wording of 
article 7 and to the scheme 
and purpose of the directive 
ID respect of the rights 
which a trade mark con- 
ferred on its owner. 

The Court ruled that the 
directive provided for har- 
monisation in relation to the 
substantive rules of national 
law which most directly 

affected the functioning of 
the internal market 

It noted that the directive 
stated that trade mark laws 
in the member states con- 
tained disparities which 
could impede free movement 
of goods and services. 

The directive also empha- 
sised that It was fundamen- 
tal in order to facilitate free 
movement of goods and ser- 
vices to ensure registered 
trade marks enjoyed the 
same protection under the 
legal systems of an member 
states, but that that should 
not prevent states from 
granting extensive protec- ' 
tion to those trade marks 
which had a reputation. 

The relevant provisions of 
the directive had to be con- 
strued as a complete har- 
monisation of the rules on 
trade mark rights. 

The directive could not be 
interpreted as allowing 
member states to provide 
under national law for 
exhaustion of rights con- 
ferred by a trade mark in 
respect of products placed an 
third country markets. 

That interpretation was 
the only position hilly capa- 
ble of ensuring the purpose 
of the directive was 
achieved, the Court said. 

A situation In which some 
member states could provide 
for international exhaustion 
while others provided for EU 
exhaustion would give rise 
to barriers to the free move- 
ment of goods and services. 

C-355I9& Silhouette Interna- 
tional Sehtnied GmbH & Co v 
Hartlauer HandelgeseUschaft 
mbH ; ECJ FC July 16 1938. 

BRICK COURT CHAMBERS. 
BRUSSELS 


BUSINESS & THE LAW MI LLENNIUM BOMB 

Defusing a 

technical 

timebomb 


The search for 
liability has been 
moving towards the 
boardroom lately, 
warns Mark Kessel 


KTV In 999 AD many 
I5f~ people feared the mil- 

ilM Uwininwi would bring 
a fiery end to the world. 
Nothing earth-shattering 
happened. But they did not 
have computers then. 

The threat to civilisation 

thin millpTmiirm is computer 
programs that cannot recog- 
nise and process dates 
beyond December 3i 1999. 
Uncorrected, this so-called 
millennium bomb could 
cause catastrophic business 
losses, even disruptions in 
the world financial markets 
and global payment system. 

Productivity losses could 
top $ii9bn in the US alone. 
And those are the modest 
costs. Litigation costs from 
shareholder and customer 
suits have beat projected to 
top gLOOUhn, and that does 
not include damages. 

As the struggle to resolve 
the millennium bomb pro- 
ceeds, so does the inevitable 
search for liability - and 
lately it has been moving 
towards tire boardroom. 

There are long term steps 

Senior can tatefr 

to avert corporate, and even 
personal, liability. As for the 
short term, in view of the 
proliferation of published 
doomsday predictions, corpo- 
rations preparing for the 
upcoming meeting 

season would be well- 
advised to prepare for same 
tough questions. 

Some corporations are 
gearing up for the problem, 
which will t«icp an estimated 
IfiOObii to fix worldwide. 
General Motors and Citicorp 
each plan to spend more 
than $500m on it. But there 
is increasing concern that 
many corporations may 
not be prepared. 



Grave warning: Tony Blair 
htfitighled a lade of awareness . 

tions with companies - for- 
eign or domestic - that are 
behind the curve. 

On March 30, British 
prime minister Tony Blair, 
announced an accelerated 
programme to forestall this 
“technical timebomb," citing 
a lack of awareness about 
the gravity of the problem 
among small and medium- 
sized companies. His state- 
ment followed an earlier US 



US Securities - and 
Exchange Commission chair- 
man Arthur Levitt recently 
felt obliged to issue the obvi- 
ous warning that the “year 
2000 problem'’ is really a 
year 1998 problem. Regula- 
tors have warned that all 

plans to avert the problem 
should be in place and opera- 
tional by the end of 1998, so 
that critical testing and 
debugging win be c onduc t e d. 

A number of US-based cor- ‘ 
poratians that are working 
frantically on the problem 
say Europe and Asia are not 
paying close attention to it, 
en d that they are having dif- 
ficulty getting their overseas 
operations to address it. In 
fact, no matter how well 
companies may do, they 
could be dragged into the 
mess anyway by virtue of 
network communications 
and other electronic connec- 


Eachangbg news Arthur Levitt says the Year 2000 probfem is rwfly a Ymr 1996 problem 


go v e r nment that. 

It is already too late to fix all 
its year 2000 problems. 

Regulators have recently 
been focusing on executive 
and director responsibilities. 
In a blunt Advisory Notice 
to ftrmnriai institutions, the 
New York State Banking 
Department warned: “Sim- 
ply delegating your Y2K 
planning to the head of IS is 
not enough. The Banking 
Department expects that 
your Y2K readiness effort 
wQl receive the fldlest sup- 
port and direct involvement 
of board members and senior 
mfi qggemeat " 

In the event of the hoard 
and senior management not 
taking an active role in the 
planning and execution -of 
readiness plans the depart- 
ment warned they would be 
held responsible “to the full- 
est extent of the law". 

The SEC, in its reporting 
requirements for broker- 

dealers and transfer agents, 
specifies that reports must 
be fil ed m gan ti ng Y2K com- 
p liance, including informa- 
tion on whether the board of 
directors has approved and 
funded plans to prepare for 
potential millenwhmi bug 
problems. 

Last year, the Federal 
Reserve Board, with the 
FD1C and* the Georgia 
Department, of Basking, 
ordered a Georgia hank to 
submit a detailed plan 
describing actions that man- 
agement and the board will 
take to ensure that informa- 


tion systems are Y2K compli- 
ant. The bank must appoint 
a senior, manager- responsi- 
ble for implementing- a plan 
and increase the number of 
outside directors on the 
board. • . : v - 

The demands came in a 
“cease, and desist order,” one- . 
of the harshest possible rep- 
rimands short of a fine. 

Many. wiwpm>w» in unre- 
gulated Industries may sot' 
have begun to assess the sit- 
uation. A pronouncement - 
earlier this year by the 
SECs Divisions cf Corpora- 
tion Finance and Investment 
Management urged- compa- 
nies to constder their disclo- . 
sure obligations with regard 
to the mffletimum bomb. 

The bulletin vrarns If . 
they have not yet assessed ' 
the scope of their year 2009: 
problems, that failure; in 
and of itsaWj warrants disclo* ■ 
sure. Failure to disclose 
could lead to enforcement 
artlnmi amri fiyriw , and even- 
tually, shareholder suits far 
breach of duty or negligence 
if the business suffers. Once 
again, directors can be 
exposed .to liability. 

Directors obviously must 
take charge of the Y2K. pro- - 
w»m personally ' and immedi- 
ately. This intervention is •' . 
particularly in wwm .~ 

gnlated Industries and in 
small companies with fewer 
resources. ‘ 

In many companies the 
board is hopefully being . 
briefed by _ management . 
re ga r ding the -actions taken 


to address the • issue and : 
given a brtad rangeestfroate 
of the cost: Buttt is likely; 
that few directors. are as 
Involved to-ttfe. planning, 
budgeting, strategic ded- 
i st pp.maMng^ 'riitf' togaft grtng' 
of the rnntennivrfrt iwtmh pro- 
jects as' they neeitSba. '. 

Nor is it likely' ihaf they 
are evaluating their program 
against others that have 
gained wide acceptance, par- 
ticularly In their "Own indus- 
try. A “best practices" strat- 
egy will help insulate the 
company - and the directors 
personally against possible 
future liability. : -i 

A recent decision of the 
Delaware Chancery Court 
stated that.a.diiectbris obli- 
gations include- -good faith 
efforts, to ensuj$&a adequate 
corporate Information and 
reporting system exists. . - 

Even if that system ulti- 
mately fafla, as it did in the 
case of Caremark Int«na- 
tionaLtheTxrartnotedlhat 
directors! had token active 
steps to Assure compliance, 
and: they were absolved dr 
personal liability. 

■ Thus, corporations -have 
every incentive to /identify 
and fry: .to rewlv* ‘their 
potential tnlBf-pnfnnr ~ te>nh 

panyfrtkn 

does not utthoatety wverttibie 
problems. \ * 

The author is a partner the 
US international law firm 
Shearman Ar Starting " 
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Accountants 
warn of firms’ 
short-termism 

The latest sutvey on financial 
dnan^jamentiri law firms by 
accountants 

PrfeewatemdueeCoapera 
shows that toe profession is 
suffering from short -temssm. 
White firms reported an 
Incre as e In fees billed per 
partner tad year there was a 
reduction in the rate of growth 
In profits. The accountants 
say this bodes IU for the 
financial health of taw firms 
onoe ihi economy turns . 
:dqwn. . '■ . 

Looking for 
Disney magic 

The, Lave Society has. 
announced that it is to hold Its 
"1899 anroial conference at 
Dtenayteid Parfs. In what it 
efeserfoes as te radical 
change to approach" to the 
conference, the sotieftora' 
professional body says it alms 
to attract mom so Beit ore - 
under the age of 40 by 
enablmg them to combine 
attendance at the conference 
with a family holiday. It should 
make a change from the 
normal Mickey Mouse affair. 

Ex-envoy’s 

posting 

AJan BUnkso, former US 
a mbass a dor to Belgium, has 
joined Akin Gump Strauss 
Hauer & Feld, the US 
international law firm, as a - 
senior adviser. Mr Bfinkan will 
be based in Washington DC 
and will work with the firm’s - 
team of transactional and - 
International lawyers providing 
strategic advice. 

Advisers to MPs 

Nabarro Na thanson, the 
London tew firm, has been 
appointed by MPa to advise 
fhe4rustaes of the £250m 
parfi a ma nt a ry co ntributory 
pension fund. This is the first 
time that external lawyers 
have been appointed to 

advise the fond which 
ma ne ges pensions on behalf 
of MPs. 
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Jung to spearhead 
Siemens data and 
communications 
combined group 

Siemens, the German electrical 
and electronics company, has 
appointed Volker Jung head of its 
combined information and 
communications {l&C) operation. 

He will be responsible for the three 
groups in the new segments, 
which wifi span the computer, 
telecommunications and software 
industries, taking in internet 
applications, outsourcing and 
network engineering. 

With sales of nearly DM50bn 
($27.6bn), l&C segments will make 
up 40 per cent of Siemens' total 
business. The reorganisation is 
designed to strengthen its position 
m the fast -con vergmg markets for 
Integrated software and systems 
solutions. Siemens is also 
restructuring its UK telecoms 
business with the aim of expanding 
turnover. 

The l&C groups under Jung, a 
member of Siemens' group 
managing board, will deal with 
public and corporate 
communications networks, 
computer equipment and business 
services. The head of l&C 
networks, with sales of around 
DMSObn, will be Roland Koch. 

l&C products, which h3S 
turnover of DMISbn. will be run by 
Rudi Lamprecht This will Include 
compute - terminals and service 
activities. Siemens is selling its 
German personal computer 
manufacturing operation to Acer of 
Taiwan. 

Gerhard Schulmeyer, head of 
Siemens Nixdorf Information 
Systems, who returned the 
computer operation to profitability, 
is return Big to the US to head 
Siemens' operations there. SNI 
activities are being distributed 
among the new l&C operations. 

Friedrich FrSschl will be head Of 
i&C services, dealing with business 
services and consulting, 
outsourcing and network 
engineering. Its turnover is around 
DM8bn. All the appointments take 
effect in October. 

Andrew fisher, Frankfurt 

German savings 
banks’ new head 

Germany's influential savings bank 
movement yesterday elected 
Dietrich Hoppenstedt as its leader ! 
in succession to Horst KOWer, who ! 
is leaving to become head of the 
London- based European Bank far j 


Reconstruction and Development 
which provides economic and 
financial support to former 
communist countries. 

Hoppenstedt, 57, expects to 
start a six-year term as president 
of the German Savings Bank and 
Giro Association In the autumn. He 
was the sole candidate for the post 
and chosen by representatives of 
the public sector savings banks 
and wholesale Landesbanks by 23 
votes to two. 

He is head of the Savings and 
Giro Association in Lower Saxony, 
the base for Norddeutsche 
Landesbank Glrozentrale, the 
regional wholesale savings bank 
that this year completed a 
controversial merger with the partly 
privately owned BankgeseBschaft 
Berlin. 

An Important part of Kohler’s 
presidency was to prepare the 
German public for the introduction 
of the euro, the single European 
currency. Hoppenstedt yesterday 
signalled that for him a key 
preoccupation would be the 
restructuring of Germ&Ty’s bankteg 
system and its impact on foe 
public sector savings banks, which 
with 375,000 employees are the 
country’s biggest banking sector. 
Peter Norman, Bonn 

Gleeson likely heir 
to Rich’s empire 

Frank Gleeson. 43, an Irish-bom 
grain trader, is emerging as foe 
heir apparent to Marc Rich, 63, 
one of foe world's most successful 
commodity traders. Gleeson, who 
sold his GJibro grain trading 
business to foe Marc Rich Group 
in August 1997, has been 
appointed chief executive of Marc 
Rich & Co Investment (MRi), foe 
commodity trading arm of Rich's 
secretive business empire. 

Gleeson's appointment is one of 
a series of management changes 
at MRI, formed In 1996 foliowing 
Rich's decision to return to the 
commodity trading busktess he 
had exited in 1994 following 
problems with the LIS tax 
authorities. 

Rich remains ch ai rman and chief 
executive of the Marc Rich Group 
but the decision to appoint a chief 
executive of foe com n x xfi ty trading 
arm reflects a need to formalise 
the management structure of a 
business that has been pouring 
rapidly In a difficult trading 
environment MRI has annual 
revenues of S4.5bn, over 300 staff 
and more than 20 offices. 

Mike Engebach replaces 
Gleeson as head of grain trading. 
Simon Brock, head of metals 
trading, and Steven Moss, head of 


PEOPLE ON THE MOVE 

erode ofl and o3 products trading, 
will report to Gleeson. 

Gleeson's promotion coincides 
with foe departure of Alex 
Krasner. Krasner, a Soviet emJgto, 
was In charge of metals trading in 
foe coiffTtries of foe former eastern 
bloc 

WMam HaH, Zurich 

De Dommartin 
to run EFQM 

Main de Dommartin of Renault Is 
the new head of foe European 
Foundation for QuaSty 
Management De Dommartin has 
been a leader In total quality 



Dw P umtnar tf ft. management rota 

management for almost a decade 
as chief executive of Renault's 
dedicated institute, which he set . 
up as four prom-makfog centres 
across Eivope. 

The EFOM was founded in 1988 
to help improve European 
companies’ c omp e titi veness, ft 
turns theory to practice by 
benchmarking and spreading best 
practice. It has more than 700 
members from 33 countries. 

De Dommartin said: "Wfthin foe 
EFQM we have a lot of knowledge 
and e xperience about boatoess 
best practices. Now, we must 
make sure this constitutes an- open 
| window to foe worid. We 
must . . . make ffQM the voice of 
j European business corporations.” 

United reorganises 
before merger 

United Healthcare effoe US, 

planning Its merger wfth Humana, 
another healthcare provider, has 
recruited Arnold Kaplan as chief 
financial officer and member of Its 

executive coundL was 
senior vice-president and ch ief 
financial officer Of Afr Products and 


Chemicals, the manufacturer of 
chemicals and equipment, where 
he has worked since 1982. 

WiBiam McGuire, United’s 
chairman and chief executive said: 
"We have been consciously 
seekfog to attract executive skills 
and experience from outside the 
industry to blend with our deep 
ridustry expertise." 

Kaplan's appointment frees his 
predecessor David Koppeto 
concentrate on reorganising United 
Into six business segments ahead 
of foe merger. Jim Murray, the 
vice-president and chief financial • 
officer of Humana. wfll lead the 
Integration of the two groups. 
Andrew Bounds, London 

Hertmann to chair 
ISC committee 

Wendefin Hartmann, a director of. 
the German Bundesbank, is to take 
over as chairman of the Bank for 
International Settlements' 

Committee on Payment and 
Settlement Systems. 

The committee brings together . 
central bankers to co-ordinate 
poficy on payments and is working 
on a set of core principles to 
ensue the safety and soundness 
of settlement systems. 

Hart m ann succeeds Warn 
McDonough, president of foe US 
Federal Reserve. Under 
McDonough’s chairmanship the 
committee ted foe way tackfi ng 
settlement risks artha £725bn a ' 
day foreign exchange market 
In 1996. foe com mi ttee set 
banks a two year deadline to 
Improve thefr handling of foreign 
exchange settlements. In a 
follow-up report test week, the 
committee said the private sector 
had made encouraging prog r ess 
but warned that more needed to 
be done. 

George Graham, London - •• I 

Kenya's Njonjo 
returns 

Charles Njonjo. Kenya's first 
attorney-general, who quit foe 
cabinet in 1983 after- accusations 
that he wanted to oust President 
Daniel arap Moi, has raturied to 

public officte. He has been 
appofoted chairman of Kenya 
WHdlife Service, foe body that 
oversees foe country’s safari parks’ 
and game. 

The appointment does not hold 
executive power but marks foe 
start of foe political rehabilitation of 
Njonjo, who became 
attorney-general after - 
independence in 1963 and then 
minister for constitutional affairs. 


Moving 

places 


• Co mm erzb a nk Global Equities 
has recruited a new equity 
derivatives team to 'develop its 
global derivatives business. In 
London, Mark Richardson 
becomes global head of equity 
derivatives with MBce Gosting 
deputy head of equity derivatives. - 
Joe Mahfouz wiD be regional head' 
of equity derivatives In the 
Americas, based In New York. 

• Roger Jean is the new 
president and chief operating 
officer far Guardian Royal 
Exchange Insurance in the US. 

• The Arab National Bank, of 
Saudi Arabia, has named Nemeh 
Sabbagh managing tfrector. Ha . 
joins on September 1 from the . . 
National Baric of Kuwiut. 

• BT Alex Brown International, the 

Investment banking efivision of 
Bankers Trust internation a l, has 
appointed Matthew CoIEra 
managing director, European debt 
capital markets. . . 

• Hetoekan has appointed Erik 
Korthals Altes general director of. 
Hefneken Nederland after Rob 
Strobos retired. 

• Wu Jtan Chang, son-in-law of 
Deng Xiaoping, has .rengned aS 
cbairmaD and executive cfrector of 
Onfem Holdings, the Ch i nese 
conglomerate. Gao Oezhu, 
executive vice-president of Bank of 
China, replaces hnru Cui 
Guisheng, general manager of 
Zhuhal Shining Metals Group te 
ap pointed executive director. 

• Raff-Toni Putin has been 
appointed president of tossan 
Deutschland. He succeeds Hanhut 
Kfeven who Is to became 
vice-president for sales of OBssan 
Europe in Amsterdam. Both cane 
from Ford tfts year. 

• Laurence Dors, 42, has been 
appointed company secretary of 
the International affairs division of 
Lagadere, whBe Jean Ja cques 
Dunand, 57^ has been appointed, 
.director for foe Middle East 

• Damy Bran is replacing the 
ratirfog Benjarrifri Gaon as 
president cf teraeTs Kocr Industries 
ami chairman of Its subsktiary 
Tadkan. 

• Former /dpiarrat Jose Syjuco 
was named chairman and chief 
executive of Patron Corp. the 
PhfliF^ines 1 biggest oil refiner. 

• Ameritech has named Walt 
Catfow president, Ameritech 
cefluter services, and TimCawfey 
president, Ameritech International . 

• Cirrus Logic, the semiconductor 
company, named David French to - 
foe new post of president and ' 
chief operating o fficer. 
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A man of independent means 

^True vision or just a point of view? Greg Hifty meets an adman with attitude who longs to be a great artist 
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Who does Tony Kaye think 
be is? 

Tony Kaye has recently 
announced his retirement as 
a commercial director. He 
has not made an advertise- 
ment for over 18 months, 
and will, he says, never do 
so again. Instead, he wants 
“to have a bigger impact on 
the world of communica- 
tions" by directing fiim<= and 
making art. while at the 
same time running his mul- 
ti-media businesses in Lon- 
don and Los Angeles. He is 
46 years old, can claim more 
industry awards than all his 
peers combined, and likes to 
do things his way. 

Kaye has earned profes- 
sional fame, and a fortune, 
through ads produced over 
the past 10 years since be 
gave up trying to make ends 
meet as a painter. From 
soothing work for Intercity 
and British Coal to frenetic 
pieces for Volvo and Nike, to 
his surreal -vision of the 
world of Dunlop tyres, Kaye 
has shown a sure touch in 
mobilising mass emotions 
for commercial ends. Born in 
1952, his family moved our of 
London when he was four, 
but the working-class Jewish 
Bast End has always 
remained his cultural refer- 
ence point Since 1991 be has 
lived In Los Angeles, drawn 
there by his sense that the 
city was an inheritor of 
Paris, New York and , argu- 
ably, now London as the cru- 
cible of artistic activity. The 
freedom that his career has 
earned him allows Kaye to 
pursue what he maintains 
has been his consistent 
ambition, to be an indepen- 
dent creative artist whether 
working in film , television, 
installation or more tradi- 


tional forms such as paint- 
ing or drawing 

Tony Kaye’s artistic 
actions to date have 
attracted press attention, but 
hot artworld approbation. 
The reasons are complex. 
His renown and wealth 
allow him to do things on a 
scale and with a speed other 
artists can only dream of, 
while his skill at manipulat- 
ing opinion gets him noticed. 
These factors carry little 
artistic kudos in themselves. 

Kaye also seems deter- 
mined to impose himself on 
art institutions rather than 
waiting for their Invitation. 
Among his better known 
interventions, he has 
declared a formerly home- 
less Welshman, Roger Pow- 
ell, to be an artwork titled 
“Roger", and placed him on 
display in the Tate Gallery 


with a price tag of £4m. 
Roger has recently taken a 
sabbatical, and will soon be 
temporarily replaced by Lor- 
raine, a homeless woman 
Kaye encountered on Venice 
Beach and has displayed at 
the Getty Museum since it 
re-opened this spring. 

During the 1996 Jasper 
Johns retrospective at the 
Museum of Modem Art, New 
York. Kaye hung a banner in 
front of the museum con- 
demning the show's sponsor, 
Philip Morris. The target 
was less smoking itself than 
the “subterfuge 1 ' of using its 
proceeds to pay for art Kaye 
acknowledges the irony of 
this work, titled “Hypoc- 
risy”: since Philip Morris 
was a former client, he was 
in effect using its own 
money to attack it 

Biting the hand that feeds 



Tony Kaye: a powerful communicator, but what is Ns massage? 


him comes naturally to 
Kaye, as when he engineered 
a surreal demonstration of 
mock Hassidic Jews to pro- 
test against what he per- 
ceived to be the racist poli- 
cies of British Airways, who 
were at the time employing 
him. His contrariness allows 
him to be a self-made out- 
sider, a jester ostentatiously 
parading his own indepen- 
dence. He also passionately 
believes that he can use bis 
skill as a manipulator of 
images to “do good”. 

Kaye maintains that he 
entered the world of adver- 
tising to learn how to com- 
municate powerfully. He 
tells a convincing story of 
hi ms elf as a young man with 
a stammer so bad he 
couldn’t talk on the phone 
until he was 26. He is proud 
of his craft, especially Its 
realism: the special effects in 
bis tornado ad for Volvo 
were almost entirely done on 
camera rather than In post- 
production. Kaye taught 
himself to be a cinematogra- 
pher as well as director, so 
what we see is. technically 
speaking, absolutely his 
vision. 

He refuses to be drawn, 
however, into analysing the 
content of his commercials 
In terms of his own charac- 
ter. The emotions conveyed 
in Kaye's ads are of conflict- 
ing extremes: comfort and 
threat, chaos and control, 
camaraderie and isolation. 
Artistically, they fall some- 
where between Norman 
Rockwell and Salvador Dalf 
with a soundtrack, but he 
doesn't see them as art His 
imagery is “not personal”, 
he maintains, just “part of 
the alphabet” of successful 
communication. He now 


intends to direct those skills 
back to bis original aim of 
being an artist. His ambi- 
tions are limi tless: the only 
role models he mentions are 
Picasso for his range and 

energy, Warhol for marrying 
the techniques and appeal of 
the commercial world with 
the message of art. 

But what is Tony Kaye’s 
message? He seems to think 
he's got the measure of the 
art world as being all about 
hype, so be produces “hype 
art". His approach has a con- 
ceptual ring to it. It also 
allows him to wear bis 
issues on his sleeve: racism. 
Aids, homelessness, simulta- 
neously provide material for 
righteousness and make the 
headlines. What seems so far 
to be missing is a truly 
moral dimension, tbe inner 
purposefulness of art Oddly, 
he seems to have come clos- 
est in an ad, made for the 
partnership for a drug-free 
America, in which he allows 
a heroin addict to parade his 
delusions along with his 
sores and scars. Kaye's cam- 
era mercilessly lingers on 
tbe abject beauty of this dis- 
turbing man. Art and propa- 
ganda are as one. 

Over the past six years, 
Kaye has been shooting 
material for a film about 
abortion. The 90 minute film. 
G-d. will only have a small 
release, accompanied by an 
installation featuring all 800 
hours’ worth of footage 
shown on multiple monitors. 
Although unsure what 
long-term impact the film 
will have on opinion. Kaye 
has no doubt that “it will be 
huge: it will cause a large 
ripple." The project began as 
a personal investigation to 
uncover exactly wbat abor- 



“Hypo art* allows Kaye to wear his issues on his sleeve: the homeless Lorraine displayed at the Getty 


tion was. Having inter- 
viewed hundreds of people 
he still doesn't know what it 
means, except tbat it repre- 
sents an “impossible 
debate". 

While Kaye says be has 
his own views on the issue, 
his aim here is to portray - 
powerfully, viscerally, with- 
out the compromise of com- 
ment - the barrage of opin- 
ion and evidence that has 
divided a country. He also 
insists he wants the film to 


entertain. By contrast, 
Kaye's fealure debut. Ameri- 
can History X also nearing 
completion, bears all the pro- 
duction values of the Holly- 
wood system but projects a 
dark and ugly world view, 
and fails to deliver a happy 
ending. It is “a film about 
hate, anger, racism, and bow 
they don’t work.” 

Kaye knows how to com- 
mand attention, how to get 
his point across, how to give 
people what they want and 


how. when it suits him. to 
give them exactly what they 
don’t want. He insists be has 
no strategy, doing things 
instinctively and thinking 
nbout them later. Now he 
has abandoned the craft - 
advertising - that brought 
him renown. It remains hi be 
seen whether he can turn 
himself into the great artist 
he longs to be. showing that 
he has not just a point of 
entry and a point of view, 
but a vision. 


THE PROMS RARE OPERA PROVES THE PERFECT CURTAIN-RAISER 
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High-brow hokum or 
mystical masterpiece? Lis- 
tening to Sunday's BBC 
Prom performance af Szyma- 
nowski's King Roger at tbe 
Royal Albert Hall, it was dif- 
ficult not to fell for one of 
the two extremes. The sheer 
conviction displayed Sir 
Simon Rattle and his City of 
Birmingham Symphony 
Orchestra and Chorus gave 
this rarely-heard opera as 
confident a platform as it 
can hope to have. And. one 
cannot deny the appeal of 
Szymanowski's semi-autobio- 
graphical tale, pitting a 
medieval Sicilian king 
against a mysteriously pow- 
erful shepherd. Here is the 
eternal conflict between 
Apollo and Dionysius, civil- 
isation and uncontrolled 
desire, tbe rational and tbe 
sensual - all cloaked in a 
perfumed garden of sound. 

The problem with King 
Roger Is that it has more pre- 
tentions than its flimsy dra- 
matic core can sustain. The 
story is too simplistic, too 
emblematic to turn Us pro- 
tagonists into flesh-and- 
blood. On that basis, the 
work seems cut out for the 
concert platform: we can 
then imagine the composer's 
three scenic tableaux as a 
drama of mind and senses. 
But Szymanowski provides 
insufficient musical move- 
ment to justify such a vast 
canvas; we are left luxuriat- 
ing in a baze of emotional 
and moral ambiguity on the 


one hand, and late Roman- 
tic/early modern harmony 
on the other. 

It’s the musical equivalent 
of an erotic painting by 
Klimt That’s fine while the 
performance is underway; 
you’re seduced by Szyma- 
nowski’s Firebird-Mile orien- 
talism, by tbe luscious upper 
string lines and archaic cho- 
ral chants. But after the ini- 
tial thrill of seduction, I was 

‘You enchant my 
senses and ravish 
my soul* - and 
that was very 
much the story of 
this performance 

left wondering how I could 
be so easily taken in. 

King Roger is tbe sum of 
Szymanowski's life and work 
- a travelogue of Polish 
astringency, Viennese fln-de- 
sitcle opulence, French 
impressionism and North 
African mystique. Its hinter- 
land Is more interesting than 
its substance, and it takes 
someone of Rattle's stature 
to prove beyond doubt that 
Szymanowski, like Schreker, 
Franz Schmidt and Florent 
Schmitt, is one of the foot- 
notes of musical history. 

This was a more urgent 
performance than the recent 


Naxos CD. In Rattle's hands. 
Szymanowski's Flench con- 
nections were less obvious, 
his dense textures less aro- 
matic. and Elzbieta Szmytka 
failed to transmit the sus- 
tained ecstasy of Roxana’s 
Act 2 incantation. Thomas 
Hampson, by contrast, con- 
vinced us of the king's 
humanity, and Ryszard Min- 
kiewicz made a silken- 
tongued Shepherd. 

King Roger was part of a 
trio of large-scale dramatic 
works marking the start of 
this year's' Proms. The BBC 
Symphony Orchestra’s open- 
ing concert on Friday was 
. devoted to la Damnation de 
Faust, in a worthy but unex- 
ceptional account conducted 
by Andrew Davis. Its chief 
'merit was the crisp splen- 
dour of the BBC Singers, 
BBC Symphony Chorus and 
New London Children’s 
Choir, but Davis’s sense of 
address borrowed too much 
from English oratorio tradi- 
tion; there was insufficient 
detail in the phrasing, no 
attempt to explore the dra- 
matic shape of each scene. 
Bryn Terfel’s Mephistophe- 
lee fell into the same mould: 
conscientious but un theatri- 
cal David Kendall captured 
a Gerontius-hke earnestness 
in the title role, and Ann 
Murray’s Marguerite was the 
consummate professional. 

The pick of the three 
nights was Saturday's per- 
formance of Rameau’s 
Zoroastre , a work which, like 


King Roger, fits perfectly 
into the Proms tradition of 
helping rarely-heard works 
reach a mass audience. Ide- 
ally, Zoroastre needs to be 
heard in a smaller space, 
where its baroque intimacies 
can be appreciated. And, 
from a purist point of view, 
it’s perverse to hear such a 
work in concert: in Ram- 
eau’s day, music wasn't 
there for music’s sake - it 
had to serve a dramatic pur- 
pose. The intriguing thing 
about William Christie's per- 
formance with Les Arts Flor- 
issants was that this music 
is good enough to listen to 
on its own. 

“You enchant my senses 
and ravish my soul'*, sings 
Zoroastre in his Act 2 love 
duet - and that was very 
much the story of this per- 
formance. Christie's way 
with Rameau is ideally flu- 
ent: he imparts a pliant 
momentum to the music 
instead of celebrating it. His 
cast had not only mastered 
the musical style, they also 
generated a pertinent sense 
of drama. Clive Bayley's 
Abram an e was particularly 
successful at colouring the 
words and conveying their 
meaning. Mark Padmore’s 
high tenor made light work 
of the title part, while GaElle 
MGchaly’s small, well- 
pointed voice flitted over 
Antellte's music with the 
ease of a pixie. Among the 
smaller roles, Stephanie 
Revidat’s soprano was pure 
balm. As a curtain-raiser fbr 
the 1998 Proms, we couldn't 
have wished tor more. 

Andrew Clark 


There’s nothing like a dame 


OPERA 


Capriccio 

Hyudeboorae 


The tradition at 
Glyndebourne has never 
been to rely on star eve- 
nings, but once in a while 
they do no harm. There are 
two casts for this revival of 
Strauss's Capriccio and 
whichever one you choose 
there will be a Dame leading 
the way - Kiri Te Kanawa 
for the first six perfor- 
mances, Felicity Lott for the 
other six. 

As a festival's history gets 
longer and more prestigious, 
it is probably difficult to 
resist looking hack over past 
achievements from time to 
time. Both these singers 
started out at Glyndebourne 
long before Damehood beck- 
oned. so their careers have 
to some extent been inter- 
woven with the festival (par- 
ticularly Felicity Lott's, as 
she has been the more regu- 
lar visitor). Call it a closed 
shop or being loyal, but 
Glyndebourne has invariably 
favoured performers it 
knows and trusts. 

Tbe opening night of 
Capriccio on Saturday 
marked two 25th anniversa- 
ries - of the production itself 
and of Kiri Te Kanawa's first 
appearance at Glynde- 
bourne. How recent 1973 still 
seems, but over that quarter 
of a century a lot has hap- 
pened in opera. For a start. 


they do not often make pro- 
ductions like this any more. 
Yes, it Is updated to the 
1920s, but the French cha- 
teau setting looks very solid 
compared with what we usu- 
ally see today, with props 
everywhere to provide realis- 
tic detail and a painted gar- 
den outside the window 
(although was the lighting 
always so unsophisticated?). 

As for the starring role, 
tbe soprano wears her years 
lightly, looking as lovely as 
ever. The plight of the 
Countess in Capriccio is to 
decide between the merits of 
words and music and one 
senses the choice has never 
really been difficult for Te 
Kanawa's Countess, as her 
own performance has 
favoured the music all the 
way along. Unlike Sdder- 
strfim, who took the role 
originally in this production, 
she is not a singer to dig into 
the underlying meaning of 
the text 

This Countess rather 
embodies elegance, refine- 
ment of style and - well, let 
us say not quite tbe vocal 
beauty there would have 
been a few years ago. The 
voice can take on an edge 
when she is pressing for vol- 
ume. but after a few sour 
moments in tbe Countess’s 
final solo scene, Te Kanawa 
turned the clock back to 
deliver the closing lines with 
a wonderful grace that 
belied the years after all 

There was hardly a weak 
link in the rest of the cast. It 
makes a big difference in a 



AUswn Mmr 

Elegance and refinement Kiri 
Te Kanawa as the Countess 

period production when the 
characters behave as if they 
belong in the right decade 
and John Cox has returned 
to supervise every gesture in 
his old production, from 
Olivier leaning supercil- 
iously on the marble fire- 
place to Flamand bounding 
puppy-like through the 
French windows on to the 
veranda. Gerald Finley sang 
the bookish Olivier beauti- 
fully with mellow tone and 
effortless style. Richard 
Croft kept Flam and ’s music 
gently lyrical without a hint 
of stridency. 

Maybe Victor von Halem's 
La Roche was on the woolly 
side at the start, but be has 
the presence and the charac- 
ter for the role. Kathryn Har- 
ries played the actress Clai- 


ron with some panache and 
Rodney Gilfry, looking (he 
young country squire to a 
tee. sang the Count with per- 
fectly clipped consonants 
that made every word clear, 
even if he was sometimes 
forced to push his voice. The 
Italian duettisls were sung 
by Jennifer Rhys-Davies and 
the ever bubbling Bonaven- 
tura Bottone. At the end 
Francis Egerton crept out of 
the woodwork to deliver a 
nicely underplayed cameo as 
Monsieur Taupe, the 
prompter who lives like a 
mouse. 

In an opera where the 
orchestra can never play too 
quietly Andrew Davis risked 
allowing the excellent Lon- 
don Philharmonic to settle 
at one notch of decibels too 
high, but the lucid way in 
which he expounds the score 
revealed any amount of 
detail. What the perfor- 
mance missed in reflective, 
inner wisdom it made up in 
keen-eyed intelligence. 
Strauss once said that 
Capriccio did not belong in a 
theatre of 1800 people. The 
new Glyndebourne is nearer 
that total than the old. but 
his late romantic conversa- 
tion piece remains ideal, 
summer evening. Sussex 
Tare. It is not surprising that 
this favourite old production 
has survived the move to the 
new opera-house, or - 
Indeed - that the two Dames 
have come with it. 

Revival sponsored by Associ- 
ated Newspapers. 
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BONN 

EXHIBITION 

Kunstmuseum 

Tefc 49 - 228-776 260 
Parti Pris: more than 400 
photographs by designer Kari 
Lagerfeld, including portrarts. 
architecture and landscapes; 
to Juf 26 

EDINBURGH 

EXHIBITIONS 
Royal Museum 

Te t 44-131-225 7534 
www.nms.ac.uk 
Chinese Lacquer: 48 objects 
selected from the museum’s 
lacquarware collection, the oldest 
of which is more than 2.000 years 
old. Highlights include a cup 
the Han dynasty and two ] 8tn 
century Qing thrones; to Mar 4 

Scottish National Portrait Gallery 
Tel: 44-131-624 6200 
Robin Glflandere: Little Sparta 
Photographs of the painter Ian 
Hamilton Findlay's garden at 
Dunsyre in the Pentiand 
GiHandere has been working mere 
since 1983, and the display 


includes a range of collaborative 
works - posters, prints and 
postcards; to Nov 29 

GLIMMERGLASS 

OPERA 

ABce Busch Opera Theater, 
Cooperstown 

Tel: 1-607-547 2255 

• Fatetaff: by VerdL New 
production directed by Leon Major, 
with sets and costumes by John 
Conklin and Ugh ting by Pat Collins. 
Baritone Stephen Powell sings the 
title role. The conductor is George 
Manahan; Jui 24 

• Partenope: by Handel. New 
production directed by Francisco 
Negrin, in his GHmmerglass debut, 
and conducted by Harry BickeL 
Cast includes David Daniels and 

i ica saffar in the title role; Jui 25 

• The Mother of Us Ait by VbgU 
Thomson. Conducted by Stewart 
Robertson in a new staging by 
Christopher Alden, with sets by 
Allen Moyer; Jud 26 

• Tosco: by Pucdni. New staging 
by the team responsible for last 
year's Madams Butterfly, director 
Marc Lamos, set designer Michael 
Yeargan, costume designer 
Constance Hoffman, lighting 
designer Robert Wierzei and 
conductor Stewart Robertson; 

Jui 23 

glyndebourne 

OPERA 

Glyndebourne Festival Opera 
felt 44-1273-815 000 

• CapricdK by R. Strauss. 

Revival conducted by Andrew 
□avis and directed by John Cox. 
The Countess Is sung by Kiri Te 


Kanawa. With the London 
Philharmonic Orchestra; Jui 22, 26 

• Rodefinda; by Handel New 
production directed by Jean- Marie 
VHttgier. with sets by Nicolas de 
Lajartre and Pascals CazaJes. With 
the Orchestra of the Age of 
Enlightenment conducted by 
William Christie; Jui 24 

• Simon Boccanegra: by Verdi. 
New production conducted by 
Mark Elder in a staging by Peter 
HaL With the London Philharmonic 
Orchestra. The title role is sung by 
Elena Prokina; Jui 23, 25 

GRAZ 

DANCE 

Opemhaus 

Tet 43-376-80080 

The Kirov Ballet in Swan Lake; 

Jui 21 

LONDON 

CONCERTS BBC Proms, Royal 
Albert Hail 

Tel: 44-171-589 8212 

• BBC Phil harmonic: UK premiere 
of The Shadows of Time by Henri 
Dutiiteux, conducted by YanPascal 
Tortelier. Programme also includes 
works by Tchaikovsky and 
Poulenc. With tee Chester Festival 
Chorus and the London 
Philharmonic Choir, and soloists 
Alison Hagley end Edward 
Bumjwas; Jui 22 

• BBC Symphony Orchestra: 
world premiere of a new work by 
JuUan Anderson conducted by 
Andrew Davis. Programme also 
includes works by Elgar, Bruch, 
and Vaughan WOUams; Jui 21 

• BBC Symphony Orchestra: 
Matthias Bamert conducts the UK 


premiere of wall’s Propbeten, and 
Mahler’s Symphony No. 4 in G 
major. With the BBC Symphony 
Chorus; Jui 26 

• Dresden Staatskapelle: 
conducted by Bernard Haitink in 
works by Beethoven and Brahms; 
Jui 23 

• Dresden StaatskapeUe: 
conducted by Bernard Haitink in 
works by Mozart and Bruckner 
Jui 24 

• London Sinfbnietta: conducted 
by Markus Stenz In works by 
Ligeti, RJhm and Adams. With 
clarinet soloist Michael Collins; 

Jui 23 

Wigmore Hall 
Tel: 44-171-935 2141 
Rodney Gilfry: recital by the 
baritone of a programme Inducting 
works by Schubert, Schumann and 
Gershwin. Accompanied by Roger 
Vigndes; Jui 24 

EXHIBITIONS 
Hayward Gallery 
Tel: 44-171-261 0127 
wwwJmywanJ-gaffery.org.uk 
Bruce Naixnan: spanning the 
career of tee American artist 
b.1941, this exhibition focuses on 
his relationship with language, and 
includes sound and video 
installations as wefl as neon 
pieces; to Sep 6 

Tate Gallery 

Tel: 44-1 71-887 8000 
Lucian Freud: Some' New 
Paintings. More than 20 recent 
works, many of them completed 
during the last year and never 
before publicly exhibited in Britain. 
Includes characteristic, large-scale 
studio nudes, and portraits of the 


artist’s daughters; to Jui 26 

Victoria and Albert Museum 
Te/: 44-171-938 8500 
The Power of the Poster: including 
classic images from the 1880s and 
1 890s as well as the work of 
contemporary designers and 
agencies; to Jui 26 

OPERA 

BBC Proms, Royal Albert HaS 
Tel: 44-171-589 8212 

• Angel Ma£pdc London premiere 
of this specially commissioned 
one-act opera by John Harie, 
conducted by John Harie In a 
staging by David Pourrtney. Jui 21 

• Falstaff: by Verdi. Semi-staged 
production directed by Ian Judge. 
With the Monteverdi Choir and 
Orchestra R6volutionnalre et 
Rom antique conducted by John 
Eliot Gardiner; Jui 25 

MUNICH 

OPERA FETIVAL 
Bayerische Steatsoper 
Tel: 49-89-2185 1920 

• Die Wfinde: by Wagner. 

Conducted by Jun Mark! In a 
revival of Nlkobud Lehnhoffs 
staging. With Piaddo Domingo; 

Jui 25 

• Don Giovanni: by Mozart 
Conducted by Peter Schneider in a 
staging by Nicholas Hytner, 
designed by Bob Crowley. Cast 
includes Alison Hagley; Jui 23 

• Lb Nozze dl Figaro: by Mozart 
Conducted by Peter Schneider in a 
staging by Dieter Dom, designed 
by Jurgen Rose. Cast includes 
Amanda Roocroft and Afa'son 
Hagley; Jui 26 

• Simon Boccanegra: by Verdi- 


Conducted by Fabio Luisi in a 
staging by Tim Albery, with sets by 
Hddegard Bechtter and costumes 
by Nicky GiUibrand. Cast includes 
Amanda Roocroft and Alan Opie; 
Jui 21 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 
Festival 

Tel: 49-431-567 080 

• Filarmonlca detia Seal a: 
conducted by Rafael Frubeck de 
Burgos in works by Mendelssohn 
and Respighi; Musrk- und 
KongresshaJle. Lubeck; Jui 21 

• Phllharmonie der Nabonen: 
conducted by Justus Frantz in 
works by Liszt and Bartdk. With 
piano soloist Stanislav louden itch; 
Schloss, Kiel (Jui 23) and 
Deutsches Ha us. Flensburg (Jui 24} 

STUTTGART 

OPERA 

Staatsoper Stuttgart 
Tel: 49-71 1-202090 

• Lady Macbeth of Mtsensk: by 
Shostakovich. Revival conducted 
by Alexander Pdianichko in a 
staging by Johannes Schaaf. with 
sets by Nina Ritter and costumes 
by Franz Lehr; Jui 24 

• Tosca: by Pucdni. New 
production by Willy Decker, 
conducted by Lothar Zagrosek 
with designs by Wolfgang 
Gussmann; Jui 21, 24 

TOKYO 

CONCERT 


Suntory Hall 
Tel: 81-3-3584 9999 

• NHK Symphony Orchestra: 
conducted by Yuri Simonov In 
works by Glinka, Borodin and 
Tchaikovsky; Jui 22 

• Osaka Philharmonic Orchestra: 
conducted by Takashi Asahina in 
Bruckner's Symphony No. 5; Jui 26 

VERONA 

OPERA 

Arena di Verona 
TeL 39-045-800 5151 
www.arena.it 

Tosca: by Puccini. New production 
by Giuiiano MontakJo, conducted 
by Angelo Campori; Jui 25 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 646 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06J30: Moneyline with Lou Dobbs 
T3£& Business Asia 

1930: World Business Today 
22 JXk World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0820; 0920; 
1020; 11:20; 11:32; 1220; 1320; 
1420. 

At QB20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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PETER MARTIN 


One-track minds 

Investors In the internet should remember the ‘extravagant 
excitement’ that accompanied the birth of the railways 


The internet represents the 

greatest transformation of 

economic life since the 
railway. It will be the central 
nervous system for world 
commerce. Companies that 
exploit it will reap untold 
wealth; those that fail to do 
so are doomed. 

These ore the 
commonplaces of investor 
opinion. They explain the 
stratospheric valuation of 
stocks tenuously related to 
the internet. They fuel belief 
in the “new paradigm" of 
inflation-free growth. And 
they are profoundly 
dangerous. 

The risk lies not in the 
possibility that these 
comparisons are false, or 
exaggerated beyond all 
reason. The danger for 
investors Is if the 
comparison with the 
railways proves to be true. 

If the internet is like the 
railways, it will Indeed 
produce a transformation of 
economic life - but 
extremely mixed rewards for 
Its financial backers. 

Consider the lessons of 
history. In Britain, the 
railway mania of 1845 led 
directly to the financ ial 
panic of 1847. James Wilson, 
the founder of The 
Economist (then 
incorporating among its 
many sub-titles that or The 
Railway Monitor) warned 
repeatedly of the dangers 
posed by "the universality of 
of the character of this 
speculation”. 

When the boom had ran 
its course, he said, the 
reckoning would be terrible. 
"From domestic servants, 
footmen and butlers, to 
titled spinsters and church 
dignitaries, r unning through 
all ranks and professions, 
the suffering win be more 
general than on any former 
occasion. It will be like a 
universal general affliction." 
And so It proved. 

In time, the gloom passed 


and British railways again 
became plausible 
investments. Bat they never 
recovered their glamour 
status; and most of the funds 
invested at the height of 
the boom were irretrievably 
lost 

The problem in Britain 
was partly the huge 
over-investment in lines that 
could never realistically 
expect to make a profit In 
the United States, a much 
larger country, the pattern 
was somewhat different It 
took generations, not merely 
decades, for the potentially 
lucrative opportunities to be 
exhausted. And the 
“land-grant" system, which 
gave railroads access to 
large amounts of rfotaap land 
alongside their newly built 
lines, provided a second 
wiruyui of revenues. 

Yet the profitability of 
railroads was still mixed. 
Continuous expansion and 
the depressions of the 1870s 
and 1890s prevented many 
from rewarding investors. In 
1895, for example, only 30 j 
per cent of railroad capital . 
stock was paying dividends. 

In the next decade-and-a-faalf 1 
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profitability rose sharply, 
and 68 per cent of railroad 
capital was paying dividends 
by 1911. This was the 
railroads' moment of glory, 
as reflected in the creation 
of such grandiose terminals 
as New York's Pennsylvania 
station (modelled on the 
Baths of CaracaHa in 
Ancient Rome). 

.Yet the writing was on the 
walL Government 
regulation, sharply rising 
labour costs (three times the 
level of railway workers' pay 
in the OK) and competition 
from the automobile ended 
the railroads’ golden era. 
Total track mileage in the ' 
US reached a peak in 1916, 
and declined steadily 
thereafter. The brief moment 
of profitability was over. 

What are the lessons for 
the internet investor? First, 
that it is easy to succumb to 
speculation - or 
"extravagant excitement" as 
Wilson described It In The 
Economist. Second, that 
investment in the 
construction of the Internet 
Infrastructure win be pushed 
beyond the limits of 
profitability - leading to 


ruinous price wars as 
managers exploit the low 
marginal costs of their sunk 
investments. 

Third, that the internet 
has its own equivalent of the 
“land grant” acres. You do 
not have to build the 
physical track to exploit it; 
all you need to do is to 
create acreage that is 
favourably placed in users' 
minds. The battles to 
establish internet brands, to 
create “portals" or 
frequently visited sites that . . 
give easy access to the rest 
or the internet's facilities, 
are part of this process. But 
the great majority of the 
land grant acreage never 
proved of much value; the 
profits came from the 
relatively small proportion 
that contained minerals, or. 
turned out to be the 
downtown areas of newly 
developed cities. Similarly, 
of the millions of dollars 
being ploughed into creating, 
internet land-grant acreage, 
some will be valuable and 
most will be worthless. 

Distinguishing' between the 
two will not be easy. 

But the real profits of the 
railway boom were mademot 
by the heroic engineers or 
even the enthusiastic - 
developers. They were made 
by. the promoters, the 
stock-waterers, the 
exploiters of bankrupt lines, 
the manipulators of freight 
rates, America's Jim Fisk or 
Britain’s George Hudson. . 
Stock regulations today are 
Ear stricter; straightforward 
s windling is much less 
co mm on. But though 
Wilson's footmen and titled 
spinsters have passed into 
history, extravagantly • 
excited investors remain. 
There is lots of money to be 
made from the birth of new 
global nervous system. As 
with the railways, however, 
it is unlikely to accrue to 
those who take the long 
view. 

peter. mwthmFT. com 

■ Pater Marlin's bisniesa 
column appeals every Tuesday. 
However. Marlin WotTs column . 
now appsara weekly every •_ 

Wednesday. Samel Mian's 
Economics Viewpoint wffl congnue 
to appear every other Tbnsday. 
alternating wflh Lionel Barber's ' 
Bmpeen Viewpoint PHfa 
Stephens's regiiar poflflcs column 
wffl appear evoy Friday and 
Monday. 
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Hidden dissent might be a better 
example for MFC to follow 


From Professor Harold 
James. 

Sir, Philip' Stephens has a. 
right diagnosis hut the 
wrong target in his critique 
of the Bank of England's 
Monetary Policy Committee 
(“Dissent into .chaos”, July 
17). It Isn’t true that the 
Bundesbank Council' is 
never divided, or that the 


president hasn’t been over- 
rated (this was the case , in 
the October 1987 late rise, 
which Is sometimes held to 
be a major precipitant .of the 
stock exchange crash). -But 

we don't .know so much . 
about the. Bundesbank 
because its mizmtes are 
available only after 30 years. 

The European Central 


Bank is right not to want a 
quick 'publication Of Its 
votes. Maybe that would .he a 
better model for the M2*C? 

BaroldJames, 
professor. of Economic 
EGstay, ; 

Princeton tEolvendty, 

129 Dickinson Hall, 
Princeton NJ 08544, US 


Reorganisation would aid corruption fight 


From SQcander Rahim. 

Sir, The publicity the cur- 
rent management of. the 
World Bank. is .giving to 
recent cases of corruption in 
the institution (“World Bank 
in Internal corruption 
probe” July 17) saves as a 
reminder that the Bank did 
coca have an elaborate sys- 
tem of internal controls and 
that it had proved extremely 
effective in preventing cor- 
ruption. 

It was mostly dismantled, 
as part of the reorganisation 
of 1987, in the name of reduc- 
ing bureaucracy. In due 
course the results to 


be expected came about The 
reorganisation of the Bazik 
by its president, James Wol- 
fensohn^ to 1997 .showed no 
awareness of the problems 
that had arisen and might 
even make them worse. 

For example, because of 
obvious .conflict <£ Interest 
it had been the rule that 
staff did not: work In units 

limlrng With l-V-h- nnm coun- 
tries. This no longer applies 
and, hi the name ot cli ent 
relations, more of the prepa- 
ration and decisions on 
loans are being handed to 
staff from the country con- 
cerned, A staff member 


belonging to . a country 
where corruption is com mon 
may find it hard^ perhaps 
dangerous, , to be objective. 
And the Bank no longer has 
; internal controls to check 
the quality of the weak. 

Fighting corruption makes 
-lor good publicity. R would 
be better, though, to-ensure 
that the institution is so 
organised as to minimise it 
to the first place. ' 

SBomderRahim, 

3001 Veazey Terrace, N.W., 
Apt. 1526, : - 
Washington, DC 20008-5409, 
US 


Netanyahu 
proved right 

From Mr Mark B. human. 

Sir,- Judy Dempsey's 
article (“A cry for freedom 
from Jericho". July 13) cm 
the tenure of the Palestinian 
Authority to gain acceptance 
asking the American public 
Tor its positions m rate tor its 

unwillingness to. refer to . 

that old canard 'about the 
hold the “Jewish lobby" has 
over the media and politi- 
cians in the US. 

But while Ms Dempsey cri- 
ticises the repressiveness 
and authoritarianism of the 
Palestinian Authority to sti- 
ffing free debate among Pal- 
estinians, she tells to recog- 
nise that it. is those same 
policies that prove Beniamin 
Netanyahu and other Israeli 
harifflftere correct in arguing 
that 7asslr Arafat remains • 
an unreliable partner with 
wham, to make peace. 

MarkH-Lazersaii, 
visiting professor, . 
department of corporate 


University of Bologna,' 
Piazza Scara villi, 2, 
40126 Bologna, Italy 


If next-to-notfamg is a small revolution, what is deeper plan? 


From Mr Walter Steamers. 

Sir. Comment an the UK 
government's spending 
review in the Financial 
Times of July 15 largely fol- 
lowed the lines indicated by 
the chancellor's speech. 
However, the bare figures of 
the review hardly support 
the rhetoric. The table below 
presents expenditure data 
from tables Al, A2 and A6 of 
the review in terms of the 
percentage of gross domestic 
product I give only the first 
and last years covered by 
the official tables, tire cur- 
rent year 1998-9 being used 
as a base tor the index. The 
first year is deep in Tory his- 
tory, the i»»t is to the shin- 
ing future. The last column 
is added to give scale. 

The first line confirms 
that spending will remain 


substantially below: that off 
1993. and indeed is below 
that of all bat three years 
since 197D. Social security 
spending is being held below. 
Tory levels. Planned spend- 
ing on education, in spite of. 
the hype, is well within the 
normal political swing. 


Health spending is going up, 
but more modestly than was 
made to appear. Spending on 
Scotland and international 
development,- both picked 
out tor notice, are seen to 
tell, to fact, below Conserve-' 
five precedent 
^toe-pictoie which power- 
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folly .emerges is that to most 
areas, of expenditure, the 
first two yearp of Labour 
have been' years of expendi- 
ture squeeze, by the stan- 
dards of the previous govern- 
ment, and. Is being only 
“prudently" alleviated to the 
next three years. The degree 
of political wizardry which 
'toe government consis- 
tently shown: (aided no 
doubt by hick) works both 
ways; If next-to-oothiUg can 
Ue presented plausibly as a 
- small revolution, what is the 
deeper plan? It is there that 
same of ib may, with little 
evidence to go on, entertain 
hopes dr apprehensions. 

Walter Stanners, ' 

49b Fen Vnd, 

Over, 

Cambridge CB4 4NE, UK 
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PERSONAL VIEW THOMAS RUSSO 



It was as much as he could do to stow 
away his overcoat and bag and give 
our flight attendant, Gina, a drowsy 
smile before he fell fast asleep. 

When he left us in New York, we 
hadn't the heart to tell him he'd 
missed out on champagne, plump 
Bresse chicken in a Burgundy sauce, not 
to mention our world-beating ice cream. 
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For information and booking: 
www.swlssair.com 
or tall your local travel agent. 
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Laws cannot keep pace with rapid changes In the financial system. What we need 

. instead is a set of core principles ' 


L aws tend to be 
inflexible^ US finan- 
cial laws are prod- 
ucts of a bygone 
era that could not have 
anticipated today's globalisa- 
tion, technological advances 
and market integration. It 
could not, for example, have 
foreseen the blurring of lines 
between banking and insur- 
ance. Neither could it have 
prepared for the evolution 
taking place In finan cial 
instruments. 

Such developments enor- 
mously complicate any regu- 
latory system, particularly 
those based on the definition 
of market Instruments. In 
short the law is lagging 
behind changes to t he mar- 
ket and cannot catch up. 

A different way to respond 
to today’s ever-changing 
financial system is to formu- 
late a consistent set eff cere 
principles for regulation, 
supervision and risk. These 


&MEHT 1 
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lated and how can they be 
applied? 

To begin with, they need 


ttomtib using the. information 
that Jransparency. provides, 
ft represe n ts more than just 


to concentrate on market systems and procedures. It 
participants' particular also goes beyond market and 


activities, rather than toe 
type, of institutions. They 


principles should be applied should he. addressed to regu- 


a cross all financial services 
and across borders, not just 
to one part of the industry. 
This would be a big depar- 


lators. and self-regulators; 
market intermediaries or 
dealers; even international 
government-sponsored lend- 


tore from present regulatory mg institutions. They should 


regimes, which, are not only 
behind the times but frag- 
mented and sometimes con- 
tradictory. 

In the US, for example, 
banking regulation is 
founded in part on principles 
of safety and soundness, 
which embrace consider- 
ations of risk management 
But the concept of risk man- 
agement plays only a limited 
role to federal securities 
laws, which tend to focus on 
investor protection and capi- 
tal formation. Federal com- 
modities laws are different 
again, -concentrating on 
price discovery and hedging. 
Yet Citicorp, a bank, is 
merging with Travelers, an 
insurance company that 
includes broker-dealers Salo- 


orwfit ride to cover toe total- 
ity. .off the environment of the 
b usiness, transaction or 
deal This can' be improved 
by rnakhifl risk waiMgwnpnt 
subject to review and audit 
by independent . public 
accomitants : Reports can be 


apply to anyone operating , made to a global co-ordma- 


globally, whether, the institu- 
tion is labelled a securities, 
hanking or insurance’ com- 
pany. These core principles 
should be based on funda- 
mental objectives that would: 
not be contradictory, the 


tor for purposes of address- 
ing a broader issue - 
namely, systemic risk 
• Clarifying the relation- 
ship .between counter- 
parties. This can be. achieved 
through widely accepted 


Guidelines would lead to a reduction 
of risk for aH participants and, 
ultimately, a decrease in systemic risk 


way some- laws are. There, 
are three main objectives 

• Better transparency. It ia 


guidelines. mrJutflng codify- 
ing toe relationship by con- 
tract Uhcertatoties over the 


impossible to understand, role of each market, partid- 
risk without data, fi is cfiffi- pant' will then, diminish. 


cult to understand tbs varir 


mon and Smith Barney. , ous possible outcomes of a 


Banks and securities firms, 
commodities firms and 
insurance companies are all 
competing fee: the same cli- 
ents. 

Internationally; matters 
are even more complicated, 
with .companies facing" diffe r, 
ent regulators with, distinct 
laws and regulatory tradi- 
tions. 

■ So what are the core prin- . 
tuples that should be fonnu- 


credit deterioration if there 


leading to tower costly dis- 
putes and lawsuits. 

So ter to good. However, 


is a lack of darity on toe mme .of these: objectives can '■ reducing legal risk. Aeair 
basic legal principles, of. a . come close to fruition with- much of this would be sul 
particular nation. So the out a focal' potot to set the ' Ject to audit by indmendS 
concept of transparency condtticns and guidelines - ' public accountants^^ 
should cover not only mar- and here is. where: govern- . Ultimately these princi 
ket price, but also toe. sur- , mente comeiri. . pies would help transforr 

rounding elements of a Much can be accomplished the concept of “transpai 
transaction, from its legal by governments and private; ancy” from a noble enai 
and regulatory- straeture to groups acting,, in the first a way of doing business, 
its settlement mediantem. instance, through the Group 

• Enhancin g ride manage- -of .Seven, leading- industrial The author is amanaaim 
ment. -Risk management rstioos. Th^n^Ltstep woiild ■ director of Uhmari Brothers 
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he for a body - such as the 
Organisation far Economic 
Co-operation and Develop- 
ment - with wider represen- 
tation and a mechanism for 
instituting and monitoring 
best practices among Its con- 
stituents to establish general 
guidelines favoured by gov- 
• ernments. This process 
. - would build an the achieve- 
ments of private industry 
and government in this area, 
such as the Group of 30, 
Joint Forum on Financial 
Conglomerates, Interna- 
tional Chamber of Com- 
merce' and Derivatives Pol- 

- icy Group initiatives. 

This approach offers 
numerous benefits over a 
legalistic one, including the 
l discretion and flexibility to 
. alter guidelines as markets 
t. evolve. As a result, global 
t guidelines should avoid turf 
1 battles between national 
- authorities, statutory contxa- 
i (fictions and . the unproduo 
tive -litigation and uncer- 
L tainty spawned by then; 

Most iniportant, global 
: guidelines would lead to an 
: overall reduction of risk for 
i all participants and, ulti- 
mately, a decrease in sys- 
temic risk. -Thus It would 
place on the agenda of every 
global financial institution, 
regulator and self-regulator 
the goal of dispersing better 
. information, so that risk 
be - more adequately 
addressed. Such guidelines 

- could set minimmns on dis- 
closure for issuers, market 
participants and govern- 
ments. 

These principles would 
encourage participants to 
adopt enumerated risk-man- 
agranept guidelines so that, 
fa dea l in gs between counter- 
parties, the basics of risk 
management would be 
essentially equal Such prin. 
ciples would strive to 
achieve greater clarity on 
the nature of the relation- 
ship between counterparties, 

• reducing legal risk. Again, 
much of this would be sab- 
Ject to audit by independent 
public accountants. 

Ultimately, these princi- 
ples would help transform 
the concept of “transpar- 
ency" from a noble goal intA 
a way of doing business. 

The author is a marmgina 
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Two-thirds of the world’s population is subject to some sort of US sanctions. Nancy Dunne 
asks whether this is really the best way to further Washington’s foreign policy goals 


Time for change 
in Argentina 

that the constitution has already 


President Carlos Menem of 
Argentina risks matrtng a serious 
political miscalculation if - as 
seems increasingly likely - he 
seeks a third consecutive term in 
office. A congress of the ruling 
Peronist party voted unani- 
mously last Friday in favour of a 
campaign for a third term for 
President Menem, in spite of the 
fact that this would be against 
the terms of the country's consti- 
tution. 

If this effort were to succeed, 
the damage to the country's stiD 
fragile democracy would out- 
weigh the benefits of short-term 
political and economic stability. 

This is not to understate the 
importance of Mr Menem ’s 
achievements over the last nine 
years. Since he assumed office in 
1989 the hyperinflation that 
threatened to plunge the country 
into chaos has been eliminated 
through the introduction of 
tough monetary and fiscal poli- 
cies. 

Dozens of inefficient state com- 
panies have been sold to the pri- 
vate sector, financial regulation 
has been overhauled and the 
banking system recapitalised 


banks. 

Increased productivity and 
investment flows have paved the 
way for consistent growth - the 
economy grew by 52 per cent 
between 1991 and 1997, and is 


per cent this year, in spite of the 
financial crisis in Asia. This 
record is a reassuring one for for- 
eign investors, many of whom 
may be more ready to trust the 
economic management of Mr 
Menem’s team than that of the 
opposition Affiance. 

Moreover, those who favour a 
third Menem term can also argue 


been changed once to permit the 
second one. 

However Argentina's political 
onaii nstances today are different 
from those of four years ago. In 
1994 both the Peronists and the 
opposition endorsed a previous 
constitutional change allowing 
the second term. This time, oppo- 
nents both inside and outside the 
Peronist party are opposed to 
plans for “re-re-election". 

In addition, economic progress 
has been accompanied by grow- 
ing controversy about the inde- 
pendence of Argentina's institu- 
tions, especially the judiciary. 
Although large-scale corruption 
appears to have diminished since 
1990, the legal system is widely 
viewed as slow, inefficient and 
subject to political influence. 

President Menem ’s plans could 
aggravate these problems 
because their success is likely to 
depend upon a ruling from the 
supreme court, which opponents 
say has a built-in pro-Menem 
majority. They could increase 
political divisions, and hamper 
the consolidation of embryonic 


military dictatorship in 1982. 

Even more worrylngly, -they 
seem to mark something of a 
trend In the region. In Peru, for 
example. President Alberto Fuji- 
mori is manoeuvring to secure a 


Both he and Mr Menem have 
brought stability to countries 
once better known for economic 
chaos and political violence. 
They should now realise that 
prosperity ultimately depends 
not on the rule of one man but on 
the development of democratic 
Institutions. 


B efore he heads back into 
orbit in October aboard 
the space shuttle Dis- 
covery, John Glenn has 
another important mission. The 
77-year-old senator - and born- 
again astronaut - has been cho- 
sen for a select Senate committee 
on sanctions reform. 

It was the senator's amend- 
ment to the Nuclear Proliferation 
Prevention Act of 1994 that 
required the US to impose sweep- 
ing economic sanctions on India 
and Pakistan after they began 
nuclear testing. These actions 
were “self-initiating’’ - the presi- 
dent had no choice but to impose 
them 

From aboard Discovery, the 
oldest astronaut to journey into 
space wDl look down on a world 
in which no less than two-thirds 
of the population is covered by 
some form of US sanctions. These 
range from aid cutbacks and 
trade bans to crippling embar- 
goes. 

Concern has been growing in 
the US and abroad that the prolif- 
eration of sanctions is seriously 
hampering the conduct of US for- 
eign policy. Congressional enthu- 
siasm for such measures has 
many US companies alarmed 
about the threat to their global 
ambitions. 

More than half of the 115 sanc- 
tions imposed by the US since 
the first world war have been ini- 
tialed to the past four years. The 
curr e n t Congress has been con- 
sidering 26 sanctions measures 
against 10 nations: China, Russia, 
Vietnam, Azerbaijan, Syria, 
Mexico, Croatia, Yugoslavia, 
Nigeria and Sudan. 

At the samo time, state and 
local governments have been 
joining the fray. Twenty-seven 
local governments have already 
enacted “selective purchasing 
laws” that forbid si g nin g procure- 
ment contracts with companies 
that do business with sanctioned 
countries, mainly Burma. There 
are 14 separate proposals before 
local governments to consider 
sanctions against Swiss banks 
and companies for failure to set- 
tle Nazi gold claims. 

The number of US sanctums 
has exploded partly as a result of 
the end of the Cold War. With the 
feD of the Berlin Wall in 1989. 
congressmen turned their atten- 
tion to threats other than com- 
munism : terrorism, the illegal 
drugs trade, new nuclear states, 
and repressive regimes. They 
viewed sanctions as a low-cost 
method of achieving foreign pol- 
icy aims. 

“The big restraint before was 
you don't pick on your allies no 
matter how badly they smell. 
Now there is less cost to sanc- 
tions in geopolitical terms,” says 
Douglas Steel, an anti-Burma 
activist. “Sanctions can be 
heavily driven by people's ethical 
and moral sensibilities.” 

Domestic political pressures 
from powerful ethnic constituen- 
cies have played an important 
part in the process. With the cost 
of election campaigns rising 
every year, politicians have pan- 
dered to organised groups for 
donations. 

The controversial Helms- 
Bnrton law against countries and 
companies doing business with 
Cuba, for example, owed its pas- 
sage to 1996 to the electoral needs 
of two US politicians: Jesse 
Helms, chairman of the Senate 
foreign relations committee, and 


Backing the WHO 


Gro Harlem Brund tland, the new 
director general of the World 
Health Organisation, today starts 
the challeng ing job of reforming 
one of the United Nations’ worst- 
run institutions. 

Under her predecessor, Hiroshi 
Nakaihua, the WHO became a by- 
word for poor m anagement, weak 
financial control and low morale. 

Mrs Brund tland, the former 
Norwegian premier and physi- 
cian, must recreate a global role 
for the WHO. She has made a 
good start by pledging to “place 
healthcare at the top of the inter- 
national political agenda for 
development”. She hopes to per- 
suade governments that good 
h e althcare is good economics. 

Mrs Brund tland has wisely 
chosen fighting malaria and 
smoking as specific goals. 
Malaria attracts less attention 
than some other big diseases, but 
still affects 50m people a year. 


Smoking and smoking-related Al- 
nesses are growing in the devel- 
oping world. Challenging the 
tobacco lobby should give Mrs 
Brund tland useful opportunities 
to cause same c ontr o ver s y and 
lift the WHO’s profile. 

Mrs Bnmdtiand is also rightly 
committed to overhauling the 
WHO's organisation. People as 
well as policies must change if 
the WHO Is shake off its past 
finally, Mrs Brand tland needs 
more money. Since .there is little 
prospect of Increasing the WHO’s 
resources, and there are limits to 
extra government spending, the 
key lies in links with business. A 
recent agreement with Smith- 
Kline Beecham for a $1.5bn 20- 
year campaign to end elephantia- 
sis sets a fine example. To go 
further, Mrs Bnmdtiand must 
aid the mutual distrust that has 
plagued relations between busi- 
ness and the WHO. 


democratic institutions painstak- 
through the entry of foreign ingly rebuilt since the fall of the 


expected to expand by a farther 5 third term, following his earlier 

institutional coup" to 1993. 


Car costs 


As inhabitants of a small and 
crowded country, the British are 
surprisingly addicted to the use 
of their motor cars. 


short distances. One-quarter of 
all car trips are now less than 
two miles, and such journeys 
have greatly contributed to grow- 
ing congestion mid environmen- 
tal pollution. 

The government's transport 
white paper yesterday responds 
to a general feeling that some- 
thing must be done. It builds cm 
proposals by the previous govern- 
ment, which had come to realise 
that road building programmes 
simply could not match the rise 
in traffic — expected to increase 
by some 40 per cent in the next 
20 years. 

But as the white paper shows, 
identifying the problem is easier 
than finding a solution. After 
years of neglect Britain's public 
transport system - now mostly 
in private hands would need 
huge investment if it were to 
become an attractive alternative 
to the car. The government pots 
a higher priority on schools and 
hospitals, so a large slice of the 
new money for public transport 
sch emes wfU have to came from 
the motorist 

The white paper’s proposals for 
road congestion charges, pariring 
taxes and road tolls are in princi- 
ple good economic sense. Despite 
increases in fiiel taxes, motorists 
still do not pay enough to com* 
pensate for the external burden 
that cars impose. Indeed, motor- 
ing costs have fallen sharply in 
the last 10 years relative to the 
price of public transport, ft also 
makes sense to earmark new 
taxes on motoring to finance 


local transport schemes. This will 
give councillors an incentive to 
promote improvements such as 


tiatfves. The white paper offers 
many practical - if unoriginal - 
suggestions, such as improved 
timetabling and combined bus 
and train tickets, ft also includes 
much high-minded waffle, betray- 
ing the implicit political compro- 
mises in the proposals. Charges 
on motorists, for example, win 
mostly await the results of pilot 
studies. This defers them until 
after the next election. 

The proposed commission far 
integrated transport will face a 
formidable task in turning such 
hopes into a real change of trend. 
But even a modest outcome could 
be worthwhile. A beefed-up regu- 
latory regime for the railways, 
for example, might improve co- 
ordination and standards of 
service. 

Meanwhile, on the roads, three- 
quarters of bos seats are empty. 
If better planning led to only to a 
10 per cent rise in the number of 
passengers, a virtuous circle of 
private investment and increased 
usage mi g ht be started. 

Overall, the white paper has 
set out a dear objective: curbing 
the increase in motor traffic. 
Achieving it, however, lies only 
partly within the government's 
sphere of influence A big change 
in the habits of the British public 
will be required. There is scope 

for optimism in the experiences 

of some continental cities. But as 
yet, no advanced industrial soci- 
ety has made the wholesale leap 
to which the. white paper’s 
rhetoric aspires. 


President Bill Clinton. 

Mr Helms turned to new finan- 
cial backers in the powerful 
Cuban-American community in 
Florida before the 1994 Senate 


Thirst among 
equals 

It’s bean hard to find silver linings 
In Asia's financial crisis, but it did 
seem for a while that relations 
between Singapore and Malaysia 
were improvteg as they faced the 
same upheaval. 

But now they’re bickering again 
like bad-tempered siblings. And 
Malaysia, which supplies about half 
of Singapore's water, is getting the 
blame for water price rises and 
supply cuts Imposed by the island 
state to combat a shortage. 

It's just the latest Incident to put 
Malaysia’s nose out of joint One 
j running sore is unfriendly comment 
in Singapore about the problems - 
computer crashes and a plague of 
rats - that have turned Kuala 
Lumpur’s new airport into a 

national embarrassment 
Malaysians mutter that Singapore 
is malting the most of the 
problems because it doesn't like 
Kuala Lumpur competing as a 
regional hub. 

There was more irritation what 
Malaysia was left off a list of 
possible tourist destinations for 
Botarians attending a convention in 
Singapore. Malaysia then objected 
to a plan by Singapore to relocate 
its Malaysian border customs, 
-immigration and quarantine 
checkpoint 

For Singaporeans to blame their 
water problems on Malaysia seems 
a trifle harsh, and isn't helping 
relations between the two as they 
wrangle over a longer-term water 


park and ride, cycle lanes and 
The UK’s 32m drivers lncreas- better bus interchanges, 
ingly use them to travel not only The government's grand strat- 
be tween towns but also for very egy will largely depend on the 

success of myriad such local Ini- 



elections, after losing the support 
of his traditional fundraisers to 
his home state of North Carolina. 
Mr Clinton signed it into law in 
1996 - after vehemently opposing 
it This was ostensibly to punish 
Cuba for shooting down two 
small aircraft, but was widely 
Interpreted as an attempt to 
curry favour in vote-rich Florida. 

The powerful American-Israeli 
lobby has also been an influential 
voice in promoting sanctions, 
most recently against Iran and 
Libya. It has found strong sup- 
port among a Republican leader- 
ship trying to lure Jewish money 
and votes from the Democratic 
party. At the behest of the lobby, 
Trent Lott, the Senate leader, has 
promised to back legislation 
removing the president’s waiver 
power from the Iran-Libya sanc- 
tions law. 

The religious right has simi- 
larly sought to encourage Con- 
gress to wield sanctions. It has 
pushed legislation - overwhelm- 
ingly passed by the House - that 
would punish countries on the 
grounds of religious persecution. 
Tbe bill is so broad that between 
70 and 80 countries could be at 
risk. 

Proponents say sanctions are a 
punishment, short of war. appro- 
priate for countries that act 
against US or world Interests. 
“There is no perfect foreign pol- 
icy tool," says Daniel Fisk, for- 
mer associate counsel on the Sen- 
ate foreign relations committee. 
“If sanctions are an imperfect 
tool, so are United Nations reso- 
lutions, the use of the military 
and doing nothing.” 

There Is a flaw in this argu- 
ment Sanctions usually harm US 
companies more than the 
intended targets. Tbe Institute 
for International Economics 
found that US exports to 26 coun- 
tries subject to US sanctions in 
1995 were $15bn to $l9bn lower 
than they would have been. 

Jeffrey Schott of the HE says 
these costs often bring scant 
rewards. "Simply imposing costs 
on the target country may satisfy 


supply treaty. Malaysia itself Is 
short of water and the taps in 
thousands of homes around Kuala 
Lumpur frequently run dry. 

Singapore - whose water supply 
problems have been evident for 
decades - is building a seawater 
desalination plant and plans 
another two. Sounds Hke a case of 
shutting the stable door after the 
horse has bolted. 

On the wire 

Malaysians might think their 
neighbours are making too much 
of their new airport's problems, but 
the plague of rats appears real 
enough - perhaps not surprising 
given that they built the thing in 
the middle of a palm oil plantation. 
The local ratcatcher says he's 
bagged 300, and reckons another 
600 are on the loose. 

One flight was delayed for 15 
hours after a rat was spotted an 
board: the rodents can chew 
through wires and cause accidents. 
Now that the airport’s computer 
glitches appear to have been 
sorted, fingers are crossed that the 
rats don't develop a taste for 
computer cable. 

Prank’s prize 

There wfll be wailing in Lom6 and 
Lima tonight Jan Prank, doyen of 
the west's overseas development 
ministers, says he Is not seeking 
that role again in the Dutch catenet 
now being formed. Prank, 58, has 
served on and off since 1973 and 
had $3.2bn to distribute test year. 


a thirst for retribution, but It 
does not necessarily achieve US 
foreign policy goals,” be told the 
House committee on interna- 
tional relations. “Sanctions are 
blunt policy tools that are easily 
circumvented. Targeted regimes 
often adapt to sanctions, even if 
their people suffer. Meanwhile 
ongoing sanctions become 
increasingly burdensome to US 
firms and workers." 

Mr Fisk says that losses from 
sanctions are rarely measured 
against the moral and strategic 
costs of doing nothing or of 
"engagement” with repressive 
regimes, "What is the cost of 


Traders worldwide 
could come to 
consider the US 
an unreliable 
trading partner 1 


engagement to Indonesia, where 
US businesses, operating within 
Indonesian law, supported crony 
capitalism?" he asks. "What is 
the cost of US engagement with 
China, especially in technologies 
that enhance its military 
potential?” 

Sanctions can occasionally fur- 
ther US policy ai m s, concedes 
Patrick Clawson of The Washing- 
ton Institute for Near East Pol- 
icy. They have for instance con- 
tributed to widespread popular 
dissatisfaction with rule by politi- 
cised clergy in Iran. And they 
have deprived the mullahs of 
resources for a military build-up. 

But the cost to the US has also 
been heavy; billions in lost off 
trade and loss by Conoco of the 
development of tbe offshore Sim 
oilfield. "US action against Iran, 
especially the secondary boycott 
mandated by the Iran-Libya 
Sanctions Act, is an important 
example of making trade subject 
to political ties, rather than 


His decision stems partly from 
cftsgruntlament at his colleagues' 
unwillingness to increase that 
budget But the game of musical 
chairs in The Hague means he 
mk^it yet be found another 
portfolio. 

There is no money on the 
left-winger to land the foreign 
ministry being vacated by Hans 
van Mierfo. The free-market WO 
has that In its sights, and the 
names most frequently heard are 
outgoing agriculture minister Jozias 
van Aartsen and European 
parliamentarian Gijs de Vries. 
Annomario Jorrttsma. outgoing 
transport minister, may have 
sufficient party clout to make an 
outside bid, while de Vries Is also 
being suggested as the 
Netherlands' next European 
commissioner. 

Eveline Herfkens, ambassador to 
the United Nations in Geneva and 
at the World Bank before that is 
tipped for Prank’s job, but may get 
a stab at defence, where he stood 
in creditably during the Gulf war. 
There should be enough Third 
World peacekeeping missions to 
keep Wm in touch with his old 
stomping ground. 

Programme clash 

Hong Kong’s ATV television station 
Is developing into an off-stage 
drama to rival the soap operas on 
its schedule. 

Although he has sold a 
controfling stake te the 
broadcaster, Lim Por-yan, the 
Hong Kong tycoon and honorary 


based on market considerations." 
Mr Clawson says. “Traders 
worldwide (could] come to con- 
sider the US as an unreliable and 
unstable trading partner, because 
Washington is prone to ban trade 
for unpredictable political rea- 
sons.” 

Sanctions can also cause deep 
resentment among US trading 
partners - and thereby hamper 
its foreign policy objectives. If 
the US and EU bad come to 
blows over Helms-Burton at the 
World Trade Organisation, the 
body could have been seriously 
damaged. Separately, tbe threat 
by state and city officials to 
impose increasingly harsh sanc- 
tions on Swiss companies drew a 
warning from the Swiss cabinet 
that the measures “constitute a 
danger to tbe good bilateral rela- 
tions between Switzerland and 
the US". 

Stuart Eizenstat, US under- 
secretary of state for economic 
policy, has travelled from capital 
to capital seeking to undo tbe 
damage wrought by sanctions. 
Recently he wanted Congress 
that sanctions - or proposed new 
ones - put numerous US initia- 
tives at risk, including trade 
liberalisation, nuclear non- 
proliferation and counter- 
terrorism efforts. 

Mr Clinton too lias begun to 
take a stand. Last month, he 
vetoed the Iran Missiles Sanc- 
tions Act, which seeks to puru'sh- 
indrvi duals or companies trans- 
fering to Iran items that help it 
produce ballistic missiles. But 
Congress voted for the legislation 
overwhelmingly, and he will 
have difficulty making his veto 
stick. 

This is bad news for US foreign 
policy goals. Russian and Chi- 
nese companies are the most 
likely target of the act; yet Mr 
Clinton is trying to support Rus- 
sian economic reform and wants 
China to remain economically 
stable as a bulwark against Asian 
financial chaos. 

In spite of such setbacks, there 
are signs that the leaders of the 


chairman, refuses to be written out 
of the script. He has been firing 
broadsides against the new 
management from Taiwan, where 
he is facing corruption charges. 

Moves by the new management 
to cut staff, reduce costs and axe 
some drama shows have been I he 
target of Lim's ire. So has Bruno 
Wu, the new 32-year-old chief 
operating officer Um says Wu is 
"too young" and his way of 
working is "too American". 

Um is seeking to persuade the 
Taiwanese authorities to let him 
return to Hong Kong In spite of his 
legal problems. Wu may feel he is 
too close to home already. 

Damp squib 

Expo '98, Lisbon’s world fair on 
the theme of the oceans, isn't 
making much of a splash. Fewer 
than half the target 100,000 people 
a day are turning up to see the 
attractions* which include Europe’s 
biggest aquarium. 

The Ideal press has been making 
waves about this, but there might 
be something fishy about the 
attendance figures: only 2.4m 
people have been through the 
doors, but another 4m tickets have 
been sold and organisers say sales 
are accelerating. 

The explanation appears to lie in 
a national reluctance to hurry that 
makes foe marfano tradition of 
neighbouring Spate look positively 
frenetic. If the attendance target 
reefly Is going to be met, the test 
minion or so visitors are going to 
be packed In fike sardines. 


Republican majority in Congress 
may be ready to apply the 
brakes. The farm lobby, worried 
about lost export markets. Is 
pressing its case hard. Republi- 
cans. concerned that mid western 
House seats could lie jeopardised 
in (he mid-term elections, are 
showing signs they may be pre- 
pared to listen. 

The business community is 
also weighing in. It has suggested 
it may withhold funding from 
“sanctions hawks”. Because of 
growing complaints from busi- 
ness, Senator Lott lias appointed 
an 18-member bipartisan task- 
force - including Senator Glenn 
- which is charged with recom- 
mending sanctions reform by 
September 1. 

Meanwhile, business has ral- 
lied around anti-sanctions pro- 
posals introduced by influential 
legislators. One would establish 
criteria for the use of unilateral 
economic sanctions and require 
“a statement of impact" before 
sanctions were used. It would 
also end sanctions after two 
years unless they were reauthor- 
ised by Congress. Senator Rich- 
ard Lugar. one of tbe bill's spon- 
sors, will try - to attach it to 
unrelated farm legislation this 
year. 

Senator Glenn has already 
tried to rectify the damage done 
by his nuclear testing amend- 
ment. which fails even to specify 
how such sanctiuns can be lifted. 
He has introduced legislation 
that would give the president the 
power to delay punitive measures 
and force their reconsideration 
after two years. This, said the 
senator, "strikes a better balance 
than currently exists in sumo 
sanctions laws between presiden- 
tial and congressional authorities 
and responsibilities”. 

It is not clear yet that Congress 
wants to redress the imbalance. 
It would mean admitting that 
sometimes the US is powerless to 
impose its will. It would also 
require giving up the power to 
please special interests. That 
may he a step lau far. 



100 years ago 


How To Save China 
The energetic and imitative 
Japanese have, as we all know, 
started on their industrial career 
with remarkable zeal - more 
zeal indeed than prudence, and 
there is only too good reason to 
fear that the forced pace will 
involve unpleasant 
consequences before very long. 
China, on the other hand, has 
not yet fully awakened. The 
country has certainly begun to 
make progress, but it has not 
yet settled down to realise the 
destiny which has been 
predicted for it The only way of 
saving the country from eventual 
partition among European 
powers is to throw it open to 
trade and improve the means of 
communication. 

50 years ago 

The Crisis In France 
Paris, July 20. With France now 
once more under " caretaker* 
rule. Pres/den? Vincent Aurid 
to-day saw the leaders ol the 
Parliamentary parties, seeking to 
nominate a new Premier to 
replace Popular Republican 
Robert Schumpn, whose 
Cabinet tell at midnight on a 
"no-confidence" vote. The 
President was known to be very 
anxious about the international 
situation and about the French 
financial position. 
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THE LEX COLUMN 

Pip, pip, hooray 


The $&3bn purchase of Tropfeana looks 
like a Juicy deal for PepsiCo. Not only 1 b it 
buying a weH-positiooed business for a 
reasonable price; it is also cocking a 
snook at arch-rival Coca-Cola. Troplcaiia 
is tbe world's largest branded Juice busi- 
ness, with a commanding 70 per emit US 
market share In sot-from-concantrate 
orange juice - tbe most profitable and 
fastest growing segment Since 1993, It has 
increased sales by 10 per cent a year and 
operating income by IS per cent A strong 
brand and health-conscious consumers 
should allow continued double-digit 
growth, rather better than Pepsi’s soft 
drink and snack businesses at the 
moment 

At first sight, the price seems high com- 
pared to the g&Sftm Tropicana would have 
been worth in an initial public offering. 
But Seagram, its parent, also planned to 
offload 9600m of debt on to the new com- 
pany. The multiple of around 11 h me* 
forecast 1998 earnings before interest tax, 
depreciation and amortisation certainly 
looks reasonable. Seagram, meanwhile, 
has saved itself well over (lOOm in fees 
and the risks associated with a public 
offering. 

But the best part for Pepsi is that Tropi- 
cana has been squeezing the pips out of 
Coke’s Minute Maid juice division, help- 
ing to force it out of the not-from-concen- 
trate market. Being measured against 
Coke is hardly an enviable lot At least 
Pepsi now has one area where it can rel- 
ish the comparison. 

Vodafone 

Sir Ernest Harrison leaves Vodafone 
today after chairing the mobile phone 
gro up through a remarkable decade as a 
public company. By the yardstick of 
shareholder value, Vodafone is perhaps 
the most successful UK company of its 
generation. Spun off from Racal Electron- 
ics with a market value of £L7bn In 1988, 
it Is now worth £27bn. During the period, 
Vodafone has outperformed the market 
fivefo ld. Of the current constituents of the 
FTSB 100 index; only Hentakll Initial and 
Schraders have done better - and both 
are smaller. 

What is tbs secret of Vodafone's suc- 
cess? Luck played a part Even Sir Ernest 
- and Sir Gerry Wherrt, chief executive 
until last year - had no idea the middle 
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phone market would grow so fast Being 
half of the industry's anginal duopoly was 
a licence to print money. But luck is only 
part of the tbe frnpirpH mar- 

ket value of Cellnet, tbe other half of that 
duopoly, is only a quarter of Vodafone’s. 
Moreover, Britain's biggest electronics 
companies at the time - General Electric 
Company and Plessey - did not even bid 
for the licence. 

The difference about Vodafone was the 
top team’s gung-ho attitude. Not for It the 
poverty of ambition which characterises 
much of UK industry. Instead there was a 
strong esprit de corps, vigorous marketing 
am f the willingness to wmfcp big invest- 
ments - both in the start-up phase anH 
then In building its badness internation- 
ally - despite the short-term drag on earn- 


The Vodafone story is also a (qualified) 
success for the City; Investors have 
backed long-term value creation with a 
soaring share price. The qualification 
comes because it was only after Voda- 
fone’s demerger that the value was appre- 
ciated - and, even then, the most gung-ho 
investors were from the US. 

Japanese carmakers 

Is there any gUmnw of hope for the 
Japanese auto industry? As domestic 
sales and Asian demand spiral down- 
wards, investors’ hopes have been pinned 
an hi gher exports »«ni additional profits 
from foreign exchange translations on the 
back of a weaker yen. However, as their 
relative share price performances indi- 
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Europe today 

South w a tam ports of Norway 
and Sweden w> titoud over with 
thundery rdn moving msl How- 
ever, ti t tem areee along with 
wa a t e m flntand tatt be fine wWi 
aunahine. The real of Finland and 
the far north-west of Russia wB be 
u nearned wHh heavy shews**. Hgh 
p reiaura wfi dominate mod of 
e«tarft Bjtoim and the Mediter- 
ranean binging warm weather and 
sunshine. A frontal system wW 
sweep aoroee wes tern and oarrtral 
Europe bringing heavy ahowars fol- 
lowed by drier end oooter weather. 

five-day forecast 
A a eries of fram e wU sweep east- 
wards across northern and central 
Europe during the next few days. 
Thoae will bring spate of rain and 
th u nderstorms Intarep— d wkh 
drier sunnier periods. However, 
wes t ern Burope looks Hke becom- 
ing more settled toward* the 
weekend. The Me dW e t m i san w« 
stay hot and MaMy sunny. 
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FORMER NORWEGIAN PRIME MINISTER TAKES OVER AT UN HEALTH AGENCY 




cate, the sector has spBt cleanly between 
inves tment winners and losers. Honda 
leads Toyota at the winners’ table. With 
the highest exp o sur e to the US ma rket, 
accounting for 45 per cent of 1997 operat- 
ing profits, inventory shortages ehtnl- 
uated the used far costly tales incentives. 
They have reaped benefits from e a ri i g 
investmaita In product develc^zneot. But 
whether new models can rescue Nissan's 
and Mitsubishi Motors' tired saloon car 
Urn* is doubtful Both are in the deepest 

of restructuring programmes that will not 
bear fruit quickly. If they continue to suf- . 
fer, distress sales to remove excess capac- 
ity would benefit all carmakers. Btit it is 
hard to see who would find commercial 
nun bp in totting over either company — 
de^jite Daimler-Benz's flirtation wtth Nis- 
san Diesel 

In the absence of consolidation and a 
pick-op in domestic demand, the aggres- 
sive export push will only continue, with , 
negative implications for US and Euro- 1 
pean car makers. As the General Motors’ 
strike shows, the cost-reduction drives 
necessary to counter the challenge; are not 
getting easier, . 

Retail investors 

Retell investors are entitled to feel irked 
about fh** change In tHa London. Stock 
Exchange’s opening time. Many of them 
want to make their buy and sell decisions 
before they go to work. For this the 
exchange’s later opening time tf Bam is 
obviously unhetpfuL The comfort is sup- 
posed to be that when the prices do 
appear, they will be more r eli able, than Vs 
to increased liquidity. It haB yet to be seen 
whether Institutional investors will be 
raring to go at 9am, after their morning 
meetings, or still inchned to wait and see 
what others da 

Instead of malting the stock market 
more attractive to retail Inv e sto r s , this 
sort of tinkering just makes their Uvea 
more complicated. They must decide 
whether to accept the pre-opening prices 
offered by a few retail service providers, 
or to place limits an toe prices they are 
prepared to pay or accept The ftzture Bee 
with individuals having easy access to 
electronic shareholding accounts, with 
rapid paperless settlement. The stock 
miiang e should be encouraging this pro- 
cess, not papering over toe cracks in Sets. 


Rockefeller donation to 
help reform plan at WHO 


The Rockefeller Foundation is to ’ 
make a $a.5m grant to toe. World - 
: Health Organisation to help ituple- 
: Tiwwit radical reforms planned by toe. 
WHO's incoming director-general, 
Gro Ehrriwm Bnmtifi&tid, who takes 
office today. 

The US-based pbrian tf im ple foun- 
dation said the creation . of the 
Global Health Leadership Food was 
Int ende d to hey Dr Bfundtland 
retavigerate toe UN agency as toe 
prime international authority on 

glrhat lwH>i iSSUBB. ' 

Dr p nn ii y inrrii three times Nor- 
way's prime minister, has told the 
fo m fol hn toe tufamdw to usO the 
money to bring in 10 or so outside 
experts find a variety of fields to 
work on WHO programmes for one 
or two yeare. 

T.twrwjw fthpn, of toe foundation, 
said the Rockefeller grant, made 
without conditions, would enaBle : 
WHO to recruit and move people 
around mare quickly then would be * 

pnqrfhlo y HhHl gyfrrt twg hndgwfaii ' 

The WHO, Which employs 4*590 
people worldwide, has an annual ; 
budget of S900m, of which .half 
c o me s firm vtduntuy ocmtztoatfons 
by governments. 



dire Kerim HnwiWanifr fetariae to use 
mtrmj to onoQ n ouwot mP*txi 

Dr Bnmdtbrrtd, a mstocsl doctor 
atiri priWtn h w a idi has ^4 

a trahsttkm team Winking off her 
reform proposals since January 
when she was nominated by the 
WHO’s e x ec utiv e bdard'to succeed 
fir Hiroshi Naka&ma trf Japan. 

-After her fonmd deotitm by WHO 
members In May, Dr Hruncttland 
pledged to^iugdement ref or m “from 


the very fl at da y*, including a 
fla tte ato g itf WHO’s senior manage- 
ment stru ctur e. : 

8be wSl. carry but. that pledge 
today, anfibunctoff new executive 
dhwy g q^ea db'jn dhnge of a WHO 

WHOwas 

oritfifoad for mltiSanagement and 
hR&effocus. ftrBrttadfland*8 priori- ' 
ties van U campaigrta against 

tarn pmi of its worn in ttymg to 
amrow health inequahtiM between . 
ribh and pour- 66 tin tries, and 
between rfafo mid p«f witoincoon- 
trjes. Tins is also one of Dr Brand- 
tlcood’S declared cancerna. - 

"The health gap between countries 
and within ttium is widezdhg daily," 
Gordon Conway, president of the 
Rockefeller Foundation, said. . : . - 

- “Despite toe ta vnimfrimw advancm 
in health status, health coverage and 
access to health services during the 
9Dth century, the vast majority of 
humankind still lives in poor 
health." -. 
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Mjdomata In PaMstam are fimsfog 
(me of toe additional benefits <ff toe 
job by aellhtg off their duty-free 
imparts - intended for poean fm i ufo 
— • gt a profit the Country's bmdnww 
authorities allege. - 
Customs omoials hove urged 
Nawaz Shark, toe prints tntnSxa’. to 
doge 48 duty-free bonded ware- 
houses used exclusively for sales to 
diplomats end others granted the 
privilege by the gov ern ment- The 
authorities say they have' -traced 
large duty-free purchases made by 
diplomats or by employees of the 
warehouses and claim these goods 
Were then sold off the open market 
for exorbitant jkdfitk • 

In the past 12 months, almost 
18,000 tonnes of goods ware imported 
for safe through toe warehouses « 


an s tor age at eight tonnes per enti- 
tled person. . 

In me of toe worst cased, two dip- 
lomats twice purchased 676kg of 
chawinggum. In another, a tij dotoat 
bought 20 air cbnifitionfiih 
fwwrfaui saatoaf so ftfr the caafo 
under investigation Involved (tiplS- 
mats from iw iiifri M dtztside the 
Otganisatiui for ElcatkkntoCo^Kan* 
tion and Developtoeaft but they/ 
declined to same fixe Cdfifitofea. Thd 
OECD fopresetats » of fife wctid’6 
leading industrialised countries - 
, Matonddm whan, fiiahmaii of toe 
Pakistan Revenue , service, the 

•HOHfvte l tfoC rrtlfeptiqtl s yjhcy tht 
indtdes ihd customs authorities, 
yes t erday skid • the hcettoefl df 13 
Warehouses had been stognnded, but 
declined to say iritat subsequent 
action Was planiSefi. "W§ haVn . 
stuqwnded the hcerices of 12 waro 


houMs where we have concrete evi- 
dence of changes in the records," he 
said. 

- Otoer offiehds said at tout two 
customs officials and two employees 
of- tfie warehouses hod been 
BttfipCridOd While investigations cofl- 
: Untied into anegatlotis that they 
• tampered wito the customs service 
reccad. 

> hi tee ritse, investigators found 
that a wartfioure in Katadti was 
juitttog H^ijtir fo file name of diplo- 
mats who bad left the country five 
years ago. • 

SOnte offidala say closing the 
ttai^dludi amid trigger protests 
from dtplomats based In Pakistan, 
especially those from developing 
- countries who may not be able to 
afford to import goods regularly 
without the bonded warehouse 
system. 
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Edizione Finance S.A. 

ITL600,000,000,000 

2 % Note* due 2003 

urtechdtkxially and irtevocabiy guaterrteed by 

Edizione Holding S.p.A. 

ewjhartpeobie Info Ordlhaiy Sfwasof 

Benetton Group S.p.A. 

Issue price: 100% : . 

Conversion fromiuni; 3Q2% " 
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CAIB appoints third chief in a year 

Creditanstalt investment-bank (CAIB) appointed its 
third chief executive in a year, in a move that 
reflects the deepening crisis in the merchant bank- 
ing arm of Bank Austria. Page 20 

GM strikes dent Lear Corp’s profits 

1 - 8ar C orporati on, a leading supplier of Interiors to 
the car sector, said the General Motors strikes had 
virtually halved Its earnings per share growth. Lear 
posted interim profits after tax of $65.7m com- 
pared with $61 .1m previously. Page 18 

British investors warm to Leschiy 

Ever since merger talks 
between SmtthKRne 
Beecham, headed by 
Jan Leschiy (left), and 
Glaxo Wellcome, a rival 
UK drugs company, col- 
lapsed In February. Mr 
Leschiy has been strug- 
gling to convince efte- 
grurrtled Investors that 
he did the right thing in 
baling out of the deal. 
The US shareholder 
base has shrunk from 35 per cent at the start of 
this year to 25 per cent But sentiment, at least in 
the UK, may be swinging his way again. Page 24 

Copper oversuppty fears unfounded 

CodeJco, the Chilean st ate copper company and . 
the world's biggest producer, said the market ted 
yet to take account of the fact that forecasts of a 
substantial over-supply rn world copper markets 
ted not materialised. Page 28 

Share buy-backs expected to rise 

European companies coidd spend a rising propor- 
tion of their surplus cash in buying back shares 
over the next three years as legislation makes the 
practice more fiscally attractive, according to Salo- 
mon Smith Barney, the investment bank. Page 26 

Political woes damage Indian stocks 

.... Political troubles contin- 


2% stakes to link telecom giants 
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ued to damage Indian 
stocks. The benchmark 
BSE 30 index fell 2.48 
per cent The dtp came 
amkl rumours that Jaya 
JayalaBtha, the maverick 
Tamil politician, was 
again threatening to pull 
down the government If 
it .toiled to back her 
home state in a efispute 
over water sharing. TNs 


A-- 

follows India's best week since nuclear tests led 
foreign investors to offload thak holdings. Page 38 

Petronas in ‘national service’ duties 

As Malaysia sinks into financial crisis, Petronas, 
the steteowned oil company, is being expected to 
do “national service* by helping companies the 
government deems in need. For example, this year 
It bought the shipping assets of Konsortium Perka- 
paian, a debt-burdened group. Page 19 
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By David Owen in Paris 
and Tobias Buck ta Bonn 

Deutsche Telekom and France 
Telecom, Europe’s two biggest 
telecommunications operators, 
are reinforcing their strategic 
partnership by agreeing a 
cross shareholding deal that 
will give each company a 2 per 
cent stake in the other. 

The deal Is part of a move 
that will reduce the French 
state's stake in France Tele- 
com from 75 per cent to 
between 62 and 63 - an idea 
mooted by Paris last autumn 
in the run-up to Fiance Tele- 
com’s FPr42bn ($7bn) initial 
public offering. 

The original plan to swap 
larger stakes was scaled down 


German and French operators strengthen strategic ties 


because oTa subsequent rise In 
the companies’ share prices. 

Michel B on, France Telecom 
phairma^ said they wanted to 
"converge as quickly as possi- 
ble our developments bn Euro- 
pean markets, invest several 
billion euros a year there 
together, and build a real pan- 
European operator". 

He said they were aiming for 
at least 10 per cent of the Euro- 
pean market, excluding France 
and Germany but including 
eastern Europe, by about 2003. 
Currently the consolidated 
common European turnover of 
the two groups, which are 
partners in the Global One alli- 


ance, exceeds FFrlObn. France 
Telecom's acquisition of the 
Deutsche Telekom shares, 
expected to cost about 
FFrlObn, will be financed by 
the issue of 50m new shares. 

Based on last night's closing 
price of FFr391. down FFr55.70 
or 82 per cent on the day. this 
could raise FFn9.6bn. 

Deutsche Telekom said its 
purchase of France Telecom 

shares would be financed by 
cashflow. The German com- 
pany is to buy its shares from 
the French state, with France 
Telecom purchasing its 2 per 
cent stake from Kredftanstalt 
fOr Wiederaufbau, a govern- 


ment-owned development hank 
which holds 13 per cent of 
Deutsche Telekom’s shares. 

The French state also 
intends to sen the balance of 
the 7-8 per cent interest in 
France Telecom that was origi- 
nally expected to be bought by 
Deutsche Telekom, equivalent 
to 50m-60m shares, with 10 per 
cent offered to employees. 

Subject to market condi- 
tions, both this state share sale 
and France Telecom’s capital 
increase would take place in 
the autumn. 

Yesterday's announcements 
therefore raise the prospect of 
100m or so France Telecom 


shares, worth up to some 
FFrlObn, being sold to inves- 
tors in the autumn - that is to 
say. capital worth only mar- 
ginally less than the FFr42bn 
generated for the state by last 
year's public offering. 

Analysts responded coolly to 
news of the planned capital 
increase. 

“It depends what they do 
with the money,” said Evan 
Miller, an analyst in London 
with Credit Suisse First Bos- 
ton. “It is not as if investors 
want to write blank cheques to 
companies to pursue new 
international ventures.” 

The purchase of the recipro- 
cal 2 per cent stakes is expec- 
ted to be completed by the end 
of this year. 



S8mmer pickings: ‘Significant cha nge s m Die US to put Hie business back on track' 


Retire Coin Beere 


McDonald’s shares fall 
sharply after warning 


By Tracy Corrigan in New York 

Shares in McDonald’s, the 
fast-food restaurant chain, fell 
sharply in early trading in 
New York yesterday after the 
company warned that its per- 
formance in the second half of 
1998 was likely to fall short of 
its strong first half in the DS 
market 

The stock has made big 
gains so far this year on per- 
ceptions that its previously 
troubled domestic business 
was back on course. -After 
dropping $2% to $70% in morn- 
ing t rading , the stock was still 
up nearly 50 per cent on the 
year. 

But the new heads of both 
the company’s US and over- 
seas businesses warned of neg- 
ative factors in the. second 
half. “As we face tougher com- 
parisons in the second half of 
the year, it is unlikely we will 
sustain this level of perfor- 
mance,” said Alan Feldman, 
recently-appointed president of 
McDonald's USA. James Can- 
talupo, who is to become chair- 


man and chief executive of 
McDonald's International, 
added: “Our results outside the 
OS were negatively affected by 
the strong US dollar and eco- 
nomic difficulties in a number 
of markets and we expect 
these factors to continue to 
impact us In the second half of 
the year." 

McDonald’s reported second 
quarter net Income of $468 8m 
on sales of $9-24bn, up from 
$438-2m a year ago. Growth in 
operating income was the 
highest since the fourth quar- 
ter of 1981 Earnings per share 
of $0.66, in line with analysts 
estimates, were up from $0.61 a 
year ago. This quarter’s earn- 
ings include a previously 
announced $350zn pre-tax 
charge related to its “ M ade For 
You” and home office produc- 
tivity initiative, designed to 
boost its US business. 

“We have made significant 
changes in the US over the 
past year to put the business 
back on track, and we are 
beginning to enjoy the results 
of our efforts,” said Jack 


Greenberg, who will take over 

from Mlrhari Q i Tinian as chief 
executive officer of McDonald’s 
on August L Despite scaling 
back openings in some south- 
east Asian markets, the com- 
pany still expects to add 1,800 
restaurants overseas this year. 
Mitchell Speiser, an analyst at 
Lehman Brothers, the US 
investment bank, described 
the morning faC in the share 
price as “an over-reaction to 
an overstatement”. He said the 
share price had clawed back 
some earlier losses. 

He expected that the positive 
momentum of margins and 
profits in the US would con- 
tinue - though not at the rate 
seen in the second quarter. 

US sales rose 11 per cent in 
the quarter to $4J)lbn, helped 
by successful promotions, 
especially the Teenie Beanie 
Baby promotions. These 
offered small soft toys as part 
of meal packages. The Teenie 
Beanie toys have taken on a 
cult status and are avidly col- 
lected by many children arid 
some adults. 


Unilever to buy leading 
Shanghai soy sauce brand 


By James Hanfing m Shanghai 


Unilever, the Angio-Duteh food 
and consumer products group, 
will soon make its first foray 
into China’s culmary products 
market with the purchase of 
one of Shanghai's best-known 
brands of soy sauce, a product 
used In almost every kitchen 
in the country. 

The acquisition of Lao Cai is 
intended to provide Unilever 
with a greater understanding 
of the product demands of Chi- 
nese consumers as well as the 
challenges of marketing and 
distributing culinary goods. 

Unilever’s operations in 
China have been . skewed 
towards home and personal- 
care products, with its turn- 
over in food and beverages - 
mainly through sales of Wall’s 
Ice cream and Upton tea - 
accounting for only 20 per cent 
of the company's Chinese busi- 


ness. Worldwide, approxi- 
mately 55 per cent of Uni- 
lever's sales come Grom food 
and beverages, while home 
and personal -care products 
account for the resL 

The group's relatively lim- 
ited foods business in China 
reflects the challeng e for Euro- 
pean companies of catering for 
Chinese tastes. 

“There is so much that Uni- 
lever has in its heritage in 
western- markets, but they do 
not have a brand that trans- 
lates too easily here. There are 
not too many people in China 
eating Birdseye fish fingers,” 
said due industry specialist 

The acquisition, for an esti- 
mated $10m. also comes as 
Unilever is seeking to restruc- 
ture its businesses in Shang- 
hai, which have been dogged 
fiy inefficiency and duplication 
of services due to running 
operations through five Joint 


ventures. The company is dis- 
cussing plans with the Shang- 
hai government’s light indus- 
try bureau to. consolidate its 
joint ventures. 

Last month. Niall FitzGerald 
and Morris Tabaksblat. the 
chairmen of Unilever, dis- 
cussed the reorganisation 
strategy in China with Zhu 
Rongji, the prime minister, as 
well as Xu Kuangdi, the 
Shanghai mayor. 

Mr FitzGerald and Mr 
Tabaksblat were In China to 
hold a board meeting - the 
first time the Unilever board 
has met outside the UK or the 
Netherlands. 

Unilever returned to China 
in 1986 and has since invested 
more than $$40m in 12 joint 
ventures, which employ 
roughly 6^00 people. 

The company is understood 
to be studying other potential 
acquisitions. 


ASIAN CRISIS BLAMED FOR RAPID INCREASE 


Bond defaults 
double in year 


By Edward Luce 


The number of companies 
defaulting on bond yyuwula 
in the first six months of 
year reached its highest level 
since 1991 as a result of the 
Asian financial crisis and 
lower earnings growth in 
the US. 

With 54 companies falling to 
pay coupons on their bond 
issues in the first half of 1998, 
the rate of default doubled in 
comparison with the equiva- 
lent period of 1997. 

The value of the bonds 
affartpri m or e than doubled to 
$&19bn, according to Moody’s 
Investors Service, the credit 
rating agency. 

Analysts say the trend has 
been exacerbated by the crisis 
in Asia, with Indonesian com- 
panies accounting for 18 
defaults alone. 

Indonesia’s PT Ply sin do Eka 
Perkasa, a chemicals and tex- 
tiles company, was the single 
largest default when it failed 
to make a $22.8m interest pay- 
ment to investors last month. 

However, the rate of default 
in the US bond market also 
rose markedly in the first half 
of 1998, suggesting that the 
bull market in the US is on a 
downward phase. 

“The default rate in 1997 was 
very low because US interest 
rates had been falling and the 
stock market had been rising,” 
said Sean Keenan, a banking 
and sovereign analyst at 
Moody’s. 

“Conditions in 1996 are not 
so good for borrowers because 


economic growth in the US is 
slower and interest rates look 
more likely to rise than fall," 
he added. 

The level of defaults - con- 
sidered a good indicator of cor- 
porate health in the wider 
economy - remains very low 
In Europe. 

This is partly because 
Europe has fewer corporate 
bond issuers and partly 
because continental Europe is 
stiD in the eariy phases of its 
economic growth cycle. 

In the US the rate of 
default has been boosted by 
the rise in the proportion of 
Junk bonds issued over the 
past year or so. 

A Junk - or high-yield - 
bond is paper issued by a com- 
pany with a credit rating 
below the investment grade 
threshold of BBB minus for 
Standard and Poor’s and Baa3 
for Moody's. 

The share of high-yield 
bonds as a proportion of over- 
all bond issuance rose to 38 per 
cent this year from 35 per cent 
last year. 

This is still below the peak 
of 42 per cent in 1987 but much 
higher than the low of 31 per 
cent in 1993. 

Moody’s said US retail and 
supermarket companies were 
prominent among the default- 
ers in the first half of 1998. 

The two most notable 
defaults were Heartland Wire- 
less and American Telecasting, 
both telecommunications com- 
panies in the US. 

Bonds, Page 26 


bid for 

General 

Signal 

By WHlEara Lewis in New Yort 
and Nikki Tait in Chicago 


The stock price of SPX. the US 
automotive supply company. 

fell more than 7 per cent in 
morning trading on Wall 
Street as investors digested the 
details of its $2bn takeover 
offer for General Signal, the 
electrical equipment manufac- 
turer. 

The offer values General 
Signal at S45 a share. By 
lunchtime General Signal’s 
shares had Increased by $4 to 
S41ft. SPX's share price fell 
$4iJ to $59 £. 

Investors attributed the fall 
to concerns about the size of 
the deal, with General Signal's 
annual sales of Sl-95bn almost 
double those of SPX. 

The size difference will mean 
General Signal shareholders 
will own about 60 per cent of 
the merged company's stock. 
The merged entity will be 
named SPX and John Blystone 
will continue as chairman, 
president and chief executive. 

The takeover represents a 
big leap for SPX. an ambitious 
group based in Muskegon, 
Michigan, which has concen- 
trated on automotive-related 
tools and equipment. 

The purchase of General Sig- 
nal will extend Its operations 
into a much bigger range of 
industrial and electrical 
products. 

SPX was quick to stress that 
the General Signal deal was 
being driven more by manage- 
ment possibilities than direct 
industrial overlap. 

“General Signal, like SPX. is 
comprised of a number of dif- 
ferent businesses ... most of 
these industrial solutions busi- 
nesses are number one or two 
in their markets, or have 
strong niche positions that win 
fit nicely into the SPX model," 
Mr Blystone told analysts. 

He added that SPX expected 
to be able to take about $55m- 
SSOm of annual costs out of 
General Signal businesses 
through the merger, making 
the deal accretive to SPX's 
earnings in 1999. 

Under the terms of the pro- 
posed takeover. General Signal 
shareholders will receive 60 
per cent SPX stock and 40 per 
cent cash, but they will be 
able to choose to receive all 
cash. 

Chase Securities advised 
SPX and General Signal was 
advised by Lazard Freres. 
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BANKING WALL STREET ANALYSTS CONCERNED BY HIGH PREMIUM PAID FOR VIRGINIA'S LARGEST INDEPENDENT 


SunTrust stock slides 10% on Crestar buy 


By John Auanrs to New Yortt 


SunTrust, ' the largest 
Georgia-based bank, yester- 
day received a sharply neg- 
ative reaction on Wall Street 
to the news ft was buying 
Crestar Financial, the larg- 
est independent hank in Vir- 
ginia. The deal is worth 
about $9J5bn and will create 
the loth largest US bank by 


Analysts were preoccupied 
by the high multiple Sun- 
Trust paid for Crestar, which 
was one of the last available 
significant acquisition tar- 
gets in the south. The price 
is equivalent to 427 times 


Creator's book value - a 
higher multiple than aver- 
age for hanking acquisitions. 

SunTrust - which trades 
at a higher multiple to earn- 
ings than most banka 
because of its large holding 
of Coca-Cola stock - Is pay- 
ing the equivalent of 24 
times C re star’s forecast 
earnings for 1999. 

At the conversion rate of 
0.96 SunTrust shares for 
every Crestar share, the deal 
effectively priced Crestar at 
£33.94 a common Bhare at 

Friday’s dose of 964. a pre- 
mium of 31 per cent 

In early trading yesterday, 
SunTrust 's shares fell 10 per 


cent, down $8% to $78#; 
Crestar, which rose sharply 
last week, gained 14 per 
cent, up $8g to $72%. 

Michael Mayo, b anking 
analyst at Credit Suisse First 
Boston, downgraded Sun- 
Trust from a "bay** to a 
“hold". 

“They are using a strong 
valuation that was based 
partly on their holdings of 
Coca-Cola stock, and partly 
on the perception that they 
would not pursue acquisi- 
tions, to go ahead and buy 
another hank This could he 
almost a textbook study of 
the difference between creat- 
ing earnings per share, and 


c i*p» u ng value,” he 

He added that while the 
deal would probably be neu- 
tral to earnings per share, it 
would dilute shareholder 
value. 

The deal is the largest 
banking acquisition for a 
premium so for this year. 
However, the sector has 
been marked by a series of 
deals between its largest 
players structured as merg- 
ers of equals. This was led 
by the mergers of Travelers 
Group with Citicorp, and 
NationsBank with Bank- 

America. 

The new bank will have a 
large franchise across the 


southern states from Wash- 
ington DC, through Virginia 
to Florida and Georgia. It 
will have assets of $88bn, 
and more than 3.3m custom- 


ers. 


There is no geographical 
overlap between the banks, 
alth oug h the two branch net- 
works are contiguous. No 
branch closures are expec- 
ted. Crestar wm continue to 
operate as a separate unit of 
SunTrust, retaining its cur- 
rent name and Ypgnagwmmf 
Recent deals on a multiple 

of four times bonk or more, 
such, as . NationsBank's . 
acquisition of Barnett Banks . 
and First Union’s purchase 


of CoreStatea Financial, 
were predicated on heavy 
branch closures. The Barnett 
deal, involved cost savings of 
$51510, equivalent to more 
than hatf of - Barnett's 
expense base. V” ’ 

SunTrust said it was 
expecting total savings of 
$130m in annual costs, and It 
would take a S200m pre-tax 
restructuring charge this 
year. It will also taka a J50m 
charge to aUgn the compa- 
nies’ reserving and account- 
ing policies. . 

SunTrust was advised .by. 
T-»hm<m Brothers, ■ while 
Morgan Stanley Dean Witter 
worked for Crestar. 


RBCto 
buy Credit 
Suisse 
division 


By Scott Morrison in Toronto 


Royal Bank of Canada is to 
acquire the onshore busi- 
nesses of Credit Suisse Pri- 
vate Banking North America 
for an undisclosed amount 
Under the transaction, the 
Canadian bank wDl assume 
a customer base of about 
2,000 clients with assets 
totalling US$1 ^bn, roughly 
doubling the bank’s presence 
in the US private hanking 
market 

Credit Suisse, the world's 
second largest private bank- 
ing operator, bad previously 
announced its intention to 
quit the competitive US mar- 
ket. Royal Bank said the 
addition of 2,000 wealthy cli- 
ents, but not Credit Suisse’s 
infrastructure, would enable 
it to be more competitive in 
the US market. 

Royal Bank’s Global Pri- 
vate Banking division, 
which operates as part of 
subsidiary Royal Trust's 
wealth management busi- 
ness, is one of the top 25 
providers of global private 
banking services. The Credit 


Suisse acquisition will 
increase Royal Bank's over- 
all private banking customer 
base by about 5 per cent. 
The group’s Global Private 
Banking arm had C$250m 
(UStl68m) in revenues and 
about C$100m in income last 
year. 

Royal Bank, known for its 
offshore private banking 
operations, said the acquisi- 
tion was consistent with its 
strategy Of strength ening its 
US wealth management 
capabilities. About 35 per 
cent of the 2,000 clients are 
from the US and 45 per cent 
are Latin American, with the 
remainder primarily from 
Canada and Europe. 

Royal Bank Is awaiting 
Canadian government 
approval to merge with 
Bamk of Montreal, which 
owns Harris Bank, the US 
provider of domestic wealth 
management services. Mich- 
ael Lagopoulos, vice-presi- 
dent of Royal Bank’s global 
private banking arm, said 
the Credit Suisse acquisition 
would enable joint US mar- 
keting. 


Arbitrage and 
Phibro losses 
hurt Salomon 


By Tracy Corrigan 


Salomon Smith Barney, the 
investment banking and bro- 
kerage subsidiary of Travel- 
ers Group, yesterday 
reported a foil in its second- 
quarter operating earnings. 
This was due mainly to 
losses in its US fixed-income 
arbitrage business and from 
commodities trading con- 
ducted by its Phibro unit 

Earlier this month, the 
company said it was dosing 
its US bond arbitrage group, 
and integrating some of the 
unit into its broader trading 
business. 

Overall, Travelers Group 
reported net operating earn- 
ings for the quarter of 
$82l.6m, a 5 per cent gain on 
the previous year. Diluted 
earnings per share of 77 
cents were up from 72 cents 
previously, and in line with 
analysts’ estimates. A credit 
of $19L2m, which represents 
a reduction in the restruct- 
uring reserve of $496m 
recorded in connection with 


last year's acquisition of 
Salomon, boosted net income 
to $U4bn for the quarter. 

Sanford Weill, Travelers 
chairman and chief execu- 
tive, said the company was 
“quite pleased" with the per- 
formance of its businesses in 
the second quarter but also 
“excited about the rapidly 
approaching completion of 
our historic consolidation 
with Citicorp”. Salomon 
Smith Barney’s strategic alli- 
ance with Japan's Nikko 
Securities is also due to 
dose shortly. Mr Weill also 
pointed to strong perfor- 
mances in life assurance and 
consumer finance. 

Salomon Smith Barney's 
operating earnings foil from 
$452.7m to $410.1m. Reve- 
nues from principal transac- 
tions fell sharply to $315 .3m, 
down from $709 5m a year 
ago and from $779.3m the 
previous quarter, reflecting 
the arbitrage and Phibro 
losses. 

The decision to restructure 
the US bond arbitrage busl- 



Sanford Weill: Trawlers chairman and chief executive ‘exdtocf about Cfflcorp tie-up 


ness was made in order to 
"significantly reduce the 
risk profile of Hie US arbi- 
trage '' group's activities 
because of the lessening 
profit opportunities and the 
growth in risk and volatility 
of the markets”, the com- 
pany said. 

Sallie Krawcheck, securi- 
ties industry analyst at bro- 


kerage Sanford C. Bernstein, 
said the losses were in line 
with the previous announce- 
ments, adding that “the rest 
of the businesses are robust” 
and had shown continuous 
double-digit earnings growth 
over the past year. 

Investment banking, reve- 
nues rose 35 per cent to 
9638.9m. reflecting gains -in 


all debt and equity under-! 
writing sectors and higher 
merger and acquisition advi- 
sory fees. 

Commission revenues rose 
14 per cent to $783.7m as . a 
result of higher trading . vol- 
ume and mutual fund activ- 
ity. Asset management oper- 
ating. earnings rose 39:per 
cent to 9625m. ' . ; \ - 


Rockwell pushed into 
the red by charge 


By Christopher Partes 
hi Los Angeles 


A $59?m restructuring 
charge caused heavy third- 
quarter losses at Rockwell 
International, the former US 
military contractor Which 
last month announced plans . 
to spin off its semiconductor 
division. 

The deficit of 9482m, or 
$2.47 a share, compared with 
profits last time of $l67m, or 
78 cents a share, included a 
net loss of $30m on semicon- 
ductors, which earned $32m 
in the comparable 1997 
quarter. 

Although continuing 
operations were profitable, 
weaker automation results 
and a loss on a government 
contract m avionics reduced 


earnings by 20 per cent to 45 
cents a share, compared 
with 56 cents. 

Revenues rose 3 per cent 
in the quarter to $L7bn. 

While further charges are 
expected in the last three 
months, when the semicon- 
ductor spin-off is due to be 
completed, Don Davis, chair- 
man, said he expected con- 
sistent profit growth. 

The loss at Semiconductor 
Systems, reporting as a dis- 
continued business, was doe 
to reduced output of modems 
- its most important line - 
and a seven-week strike by 
600 Californian workers 
which ended last week. 

Factory automation, one of 
the divisions vulnerable to 
the Asian economic crisis - 
and which Is expected to 


benefit as recovery advances 
- reported a 9 per cent foil in 
operating income to 9144m. 
Results here were affected 
by inventory reductions and 
reduced selling prices for 
industrial motors. 

Despite strong demand for 
civilian aircraft, earnings 
from avionics and communi- 
cations dipped 40 per cent to 
$42xm Mr Davis recently 
claimed automation was fun- 
damentally strong and avi- 
onics sales were growing at 
a rate of 18 per cent this 


He expected earnings from 
continuing operations for 
the year to the end of Sep- 
tember of £L30 a share, com- 
pared with $2.12 last time, 
and earlier Wall Street esti- 
mates of $2.78. 
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OR services 
provider 
shrugs off 
price fall 


Schlumberger, the oil 
services company, yesterday 
reported a 17 per cent rise in 
second-quarter net income 
from ' $306 J>m to $359.4m, 
despite a 25 per emit drop in 
oil prices since the corre- 
sponding period a year ago, 
reports Reuters in New 
York. 

“The oilfield results 
remained strong despite the 
anticipated sl o w d own in the 
growth of exploration and 
production expenditures 
experienced during the quar- 
ter,” said Euan Baird, chief 
executive. He said North and 
South American and Asian 
revenues rose significantly. 

The French- American 
company said fully diluted 
earnings per share rose from 
60 cents to 69 cents, slightly • 
less than, analysts’ expecta- 
tions of 70 cents. 

Revenues were $2.9bn, 
against *2.6bn. Operating 
income from oilfield services 
rose from $364m to $42ftn. - 

Looking forward, Mr Baird 
said anticipated contin- 
ued uncertainty over the 
demand far oil, but said that 
Schlumberger was adjusting 
its operations accordingly. 

“At. the same time, the 
acquisition of Cameo [for- 
$3.l4bnl, which should be 
completed before the end of 
the third quarter, will 
greatly accelerate growth," 
he said. 



Financial 


in sw 


By Edward Aldan hi Toronto 


Hoflinger. the international 
newspaper group, is buying 
The Financial Post, the 
Canadian business newspa- 
per, in a swap that boosts Its 
plans to launch a new Cana- 
dian national paper thfo 
autumn; ■ 

The dteal, announced yes^ 
terday/ wm :$ee Hoflinger 
and Sontham, its Canadian- 
con trolled newspaper chain, 
give ixp four ofthefr newspa- 
pers, with combined circula- 
tion of roughly 200,000, for 80 
per oent of The Fiaanda} 
Post and about CflSOm 
(US*l0im) in cash,- 

Zt will give Southam a 
boost in its planned launch 
of a new national newspa- 
per, an aggressive gamble 
that has been the talk of the 
Canadian media world. The 
paper, still im-named. Is 
scheduled for an October 5 
launch, although . this is 
likely to bepughed back. - 

Donald Bablck. president 
of Southam, said yesterday 
The Financial Post was 
likely to; be remade Into a 
business 1 section of the new 
paper, tiitmg h the Twine may 
be retained. 

It has a weekday circula- 
tion of 100,000 and weekend 
circulation of 200,000, much 



ing, 

tiOEL 

• Hoflinger.^ 

Telegraph owner 
Black, is tbtflaigest 
per publisher^ in Cfcifofla. 
Prior • to" yesteS-tfilg^s 
announcement^ It SaifcSftt 
owned ’anyone* 

Toronto, the ceftmi 
est city*, . ; 

The new $ 
was expected to 
cully establishing a 
in the highly comj>etftlv& 
Toronto market. "You’re 
much better! off aqjfdmhg 
something and* bixiI8£n£^£ 
from there thafi gopg. out 
and building^ it? froib 
scratch,” said Mr Barack. • 

Sim Medial which owhs^SO 
per cent of The Financial 


Post, wiH control 16 gsr cp# 
of Canada’s national efrerfla- 
tion as a result -of the dealt 
Including Canada’s 13th 
est da^h^r^apdr,- 
Hamilton Spectator. ‘ 

. Pearsra^.puWisher of : ttae 

Financial TSfoep and. which 
owns the other 20 peif cent jitf 
*nie Financial Post; 

comment.; 1 

Shares to Southam- wane 
up CfUBTat C$29.25, white 
Sun Media shares were up 90 
cents to C$15.25. 


Strikes at GM 


on 




By Mdd Taft In Chicago 


Lear C o rpor a tion, one 'of the 
leading suppliers of seating 
and interiors to tls automo- 
tive .industry, yesterday 
counted up the cost of the 
strikes 'fiurt have crippled 
production at ' General 
Motors, . saying the problem 
had virtually halved its earn- 
ings per Shark, growth in -Its 
second quarter.- 

Lear posted profits after 
tax of $65.Ttn, dr 96 cents & 
share, • compared with 
$6Llm,- or' 90 emits, previ- : 
ously. But it would have 
made about $1.10 a share 
had it not been for the vir- 
tual shutdown of GM's 
North American protection. 
Sales in the. .quarter rose ! 
from $L84bh to $2J.7bjL - . . 

But there was ho mention ■ 
of striker-related costs at 
Dana Corporation, the axles 


and engihe parts supplier 
winch recently expanded its 
presence in foe. aftermarket 
with : the $35bn dtiqmsitidd 
cfEchlln.Dana.said-s^e^ 
rose a.per card huthbsiteiaia 
quarter, with diluted earn- 
ings per share rising Zt per 
cent to $1.08. After-tax wot 
its were. $l-16m,-.iro -'from- 
$93£m a year ago, - .»•' 

Also enjoying* stritag per- 
formance in the quar- 

ter , was Paccar, the West 
Coast-based . trockmakerv 
Second-quarter riatesnasenifr 
. per cent, to $5.8bn, wfthl 
after-fax profits .rising frapr 
$7U5m to .$ip£9m: Paccar 
said, the North - American 
market remained . healthy, 
with industry orders -to etid 
June ahead -of 1597 levels , 
and it predicted “excellent. 

- demand” frcm North Amer- 
ica and -Europe to fbe.end.6F 
1998. • r r 



group’s 
soar on 
earnings news 


By Tracy Corrigan fe He* York 


Warner-Lambert shares 
soared early yesterday, after 
the drug company’s- second 
quarter earnings, demon- 
strated that despite the pub- 
licity surrounding Pfizer’s 
Viagra, It is currently produ- 
cing the strangest earnings 
growth in the yfoarmaoeuti- 
cals sector. ' 

The: company - indicated 
that its 1938 earni n g s growth 
would be higher tiban previ- 
ously expected. 

"Use rapid and continued 
acceptance of our new phar- 
maceutical 'products Is -.driv- 
ing our sales growth beyond 
our earlier 'expectations," 
said Melvin Goodes, chair- 
man and chief executive. 
“Based on current p l annin g 
assumptions, the company 
expects to achieve an 
increase in diluted earnings 
per share of 40 per cent tins 

year-"- .. 

- Analysts said the company 
had been, projecting 1998 
pamingp growth in excess of 
35 per cent '*' 

Warner Lambert la “by far 
the fastest growing pharma- 
ceuticals company in the 
world,” said Eemant S ha h, 
pharmaceuticals analyst at 
HKS. ' 

Mr Goodes said the compa- 
ny's goal of doubling, its 
pharmaceutical business, 
from its 1996 sales base, fay 
the end- of 2900 would be 
reached “before the end of 
1998”.;' . 

The company’s shares rose 
$4ft to. $84 in early trading 
on “a combination aF much 
better than expected second- 
quarter earnings and [more 
rapid] 1998 earnings 
growth,*' said Mr Shah. '• - 
. Warner-Lambert reported 


• second-quarter earnings of '. 
$33Sn, up 48 per cent, on, 
gales -of *2L56bn,- compared 
with $l.97bn. Earnings per 
, share of « cents,, up from 28.' 
cents a year ago. beat ana- 
-lysis’ estimates by $ cents - , 

' a mar gin considered signifl- ' 
cant in. the pharmaceuticals * 
sector, where earnings are ! 

. frequently In line with esti- 
mates. * 

. Two relatively niew. drugs, - 

' cholesterol-lowering Lipitor , 

and Resxdin. for the treat- . 

' meat of diabetes, -helped ’ ' 
drivuprofits higher. 'J 

- Worldwide sales of lipitor , 
mora tban tripled to $533m. 
far the quarter. It is how the - 
moot widely prescribed cho- *' ' 
. lesterol-lowering agent' in., 
-the HS, with a 84 per cent ’ 
share Of raw prescriptions. ; 

Rezulin sales 'almost tri- " 
pled to $226m, in spite of ' 
some problems with liver'' 
toxicity , associated with the ; 
ding. Without; these pirob- : 
lems Rezulin “could have* 
done much better”, said Mr 1 
Shah', but it is still on trade ‘ 
to be a blockbuster drug - 
with annual sales of over _ 
$ltnr-. this' year. More than'*, 
lm- Americans with- type 2 ] 

' diabetes have been treated ' 
with Re^ulm since tta launch’ 
InMarch 1997; V 

Overall, pharmaceuticals ; 
sales rose 71 per cent to ! 
$L41brL Other business seg- " 
menta produced little or no 
growth. ; 

Sales . of the consumer ; 
healthcare, division - which 
includes Benadryl allergy ‘ 
products, Schick Protector 
razors and Sndafed cold and ' 
sinus products - were virtu- 
ally unchanged at $B76m. 
Confectionery sales totalling ' 
$468m were only slightly 
higher than a year ago. 


NEWS DIGEST 


MINING AND PAPERMAKING EQUIPMENT 


Hamischfeger warns 
of third-quarter loss 


Shares HaqibdifegerJndusJries, toe Milwaukee-based . 
maker of equkxnent used In the mining and papemiaking 
. im kw tries, slipped $% to $30^ in eariy.tradng' yesterday after 
the company warned it would tail into the red In Its third quar- 
ter, which ends pn July 31. The company blamed “continued 
softness In' ctemarkf W pflp'aid paper equipment” and said 
Its |>roblems had been-cornpountted \r/ “expense levels that 
antici pa t e d a faster market rebound” on the mining side. 
Hovrever, the company added that, after the third quarter, 
business should recover as cost-cutting started to take effect 
According to the First Cefl research firm, analysts had been 
expecting third-quarter earnings per share of about 25 cents. 

'The announcement was the latest in a ron of bad news at 
Hamischfeger. The company has already reported lower first- 
hatf sdes, because of lower demand on both sides of Its 
business. It has also encountered problems An Indonesia. 
Charges related to the Indonesian situation, ooupted with 
more general restructuring oosts, prompted the company to 
post a $97Bm iora from continuing operations, ahead of an 
asset sale gain in the first half. The company Ins also seen 
the Texas-based Bass femDy, known for its aggressive 
approach to Investments, raise Its stake In the business. 

Early last month, Hamischfeger said it was calling in invest- 
ment bankers to see whether it could "enhance shareholder 
value" by spiffing tts two mafn businesses into separate 
entities. Nlkld Talt, Chicago 


TELECOMS 


GTE slips below estimates 


Second-quarter earrings at GTE, the telecommunications 
company, slipped 1 cent below both analysts' projections and 
the corresponding period last yew. Investors had been 
warned to expect the cfiscrepancy between the earnings fig- 
ure and a First Cafl consensus estimate of 70 cents. GTE. 
reported earrings of $673m, or 69 cents a effluted share, on 
revenues of $8.2&>n. That compared with $671 m, or 70 - 
cents, bn revenue of $5.69bn In the same period a year ago. 

Solid demand and revenue growth of 10 per cent ware 
more than offset by heavy sperxflng on new data services. 

7he data Investments cut 11 cents a share from profits, com- 
pared 'wflh 3 cents a year ago. Revenue from data initiatives, 
however, shot up to $191m from $1 1m a year aga “We were 
very pleased with our quarter,” said Daniel O'Brien, chief 
financial officer. GTE remained on target to meet Its projec- 
tions for revenue growth of about 10 per cent this year and \ 
earrings growth of about 5 per cent H: was also on track to 
meet its goal of cutting expenses by SSOOm this year and Is 
ta/Wng to potential buyers for the $2bn-$3bn in assets” it 
intends to sell by the end of 1999. GTE wants to sell some of 
Hs-phone tines and tts Airfon® uric AP-OJ, New York 


1NDOSUEZ HIGH YIELD BOND FUND 
Sob#£ dTiwcstissemoit i Capital Variable 
Kegfatered Office: 39. AMe Scheffer 
1X2520 Luxembourg 
KC Luxembourg B: 0.962 


NOTICE TO TBES3AREBX)tDE KS 
This Is tob^rm the 5han*ald« of fhetMXtSUEZ HIGH YIELD BOND 

FUND Sieav tint the Board of Directors' M e e t i ng held an June 30, 1998 
dedded to p*y a dividend of USD 3JO per titan to the hcMen of 
Distribution Shores. • - 


e»ntiviiiend on-fnty 21. 1998 and the p a y me nt of the 
dividend vfffl be carried oat on July 29, 1998. 


The Board of Directors. 
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NOTICE TO BONDHOLDERS 
Chia Hsin Cement CorporatMMi 

. rtaewpamad u* Company LtalUd by Stans id Iknran. RepoUte of dtmaj 

-us$^ 6 oo,odo ■ ' 

4%Boodsdne2002 • 

• "AtQartDteu of Comerriou Price* 
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Row it ttaCvmrtaih Bead has.m axentan rth the Thai Deed 
dried M»y24, lflKb«^-dp^fr^NT»S5toNTWrf^Ti-&wnJ»Jj'27. M & 
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MFTWARE HANCOM BOWS TO PUBLIC PRESSURE •• 


Microsoft 
loses deal 
in S Korea 


By John Burton fa) Seori 

A nationalist backlash in 
South Korea yesterday 
thwarted a bid by Microsoft, 
the US software giant, to 
invest In the nation’s leading 
software company. 

Hangul & Computer (Han- 
com) bowed to public pres- 
sure and agreed to accept 
WonlObn (57.8m) from a Kor- 
ean consortium established 
to prevent Microsoft tafcip g a 
19 per cent stake in the com- 
pany for Won20bn to save it 
from bankruptcy. 

Bill Gates, Microsoft chair- 
man, flew to Seoul last 
month to sign a memoran- 
dum of understanding with 
Hancom. But the deal drew 
protests from Korean com- 
puter users because Micro- 
soft allegedly demanded * w 
Hancom stop upgrading its 
popular Korean-language 
word p rocessing software in 
return for its investment. 

Critics said this would 
have led to Microsoft domin- 
ating the Korean-language 
software market and pose a 
threat to the national cul- 
ture. They claimed the Han- 
com program, which com- 
mands 81 per cent of the 
Korean-language software 
market, was superior in its 
use of Hangul, the Korean 
alphabet, to the Microsoft 
version, with 12 per cent of 
the market 

A “save Hangul campaign” 
was started by Lee Min-hwa, 
head of the Korean Venture 


Business Association and 
founder of Medison, a medi- 
cal equipment company. 

Lee Chang- jin thm Han. 

com president, initially 
refused to back out of the 
Microsoft deal, He claimed 
his company had been 
driven into Insolvency 
because of rampant software 
piracy by many of the com- 
puter users protesting the 
deal. He said an estimated 90 
per cent of the Hancom pro- 
grams in use were illegal 


However, the threat of an 
antitrust probe of the Micro- 
soft deal and public criticism 
forced Hancom to accept the 
rescue by the group of inves- 
tors. Lee Ghang-jln, who had 
been called Korea’s Bill 
Gates, was farced to resign 
as president, although he 
will remain as head of tech- 
nology development 

The new investors said 
they planned to raise ftmds 
through share Issues to 
guarantee Han corn’s future. 

Microsoft Korea said the 
decision by Hancom was 
“regrettable” and hoped it 
“won’t have any negative 
impact cm the mood to lure 
mare foreign invest m e n t in 
Korea”. 

Hie dispute had been con- 
sidered a key test of Korea’s 
willingness to accept foreign 
investment with some gov- 
ernment ftfflHnln ' fmniwwfld 
that the negative public 
reaction could damage 
efforts to attract companies. 


Petron hit by 
excess refining 
capacity fears 


By Justta Marazd h Manfli 


Shares In Petron yesterday 
sank 6 per cent after the Phi- 
lippines' largest petrol group 
reported flat first-half profits 
of 226bn pesos (S54m). 

Hie results, which ana- 
lysts said exceeded expecta- 
tions, were overshadowed by 
bearish sentiment about the 
Philippine economy and 
excess refining capacity In 
the region. 

Revenues rose 5.1 per cent 
from 29.4bn pesos to 302bn 
pesos. Safe of liquid petro- 
leum gas, gasoline and Aid 
oil grew at “healthy" levels, 
the company said, but jet 
fuel sales sank cm declining 
domestic and international 
flights brought on by the 
regional downturn. 

Domestic sales volume at 
the end of June was only 1.2 
per cent higher than the 
year earlier leveL 

“This Is a big concern”, 
said a petroleum analyst at a 
foreign brokerage. "In the 
first quarter, growth was 4 
per cent, so this represents a 
very fast deceleration, 
directly linked to the hard 
times being experienced by 
big customers such as Phil- 
ippine Airlines and National 
Power Corporation." 

Virginia Ruirivar, head of 
Investor relations, said die 
expected full-year earnin gs 
to be close to the level of 
1996, when they reached 
<L2bn pesos. 


last year, battered by the 
regional currency crisis and 
government regulation of 
prices, Petron made a loss of 
631m pesos, its first for 22 
years. 

Some analysts have 
expressed fears that if oil 
prices rise, the newly elected 
populist government of Pres- 
ident Joseph Estrada might 
reverse the controversial 
deregulation of the sector - 
which only took full effect 
this month - and damage 
Petron's bottom line. “As far 
as the department of energy 
is concerned, the govern- 
ment is stickling to deregu- 
lation. We see no reason to 
be apprehensive at this 
time," Ms Ruivivar said. 

Jose Syjuco, new Petron 
chEfr-maw and president, g eld 
the group was In talks with 
a prospective strategic part- 
ner to invest in a $lbn 
365MW power plant 

“Involvement In power 
generation in general is a 
good thing far the company 
to get into because it brings 
a more predictable rate of 
return over a long period of 
rtma and it is something that 
compl ement s our business,” 
he said. 

Petron's S.6bn pesos capi- 
tal expenditure plans, can- 
celled earlier this year, have 
been reinstated to allow the 
group to continue its 
rebranding programme and 
improve storage and refining 
f&rihties. 


Wharf looks to 
raise HK$1.5bn 


ra. ; ■'.’<? iT‘ 


By Loube Lucre hi Hoog Kang ^ 

Wharf, the Hong Kong 
conglomerate, is looking to 
raise HK*1.5bn (US5 X94m ) 
for its property arm, accord- 
ing to bankers, but is expec- 
ted to pay a sharp premium 
for its funds. 

It ramps at a bleak time 
for the syndicated loan mar- 
ket, where liquidity is tight, 
and the company. Wharf has 
suffered a series of down- 
grades from the credit rating 
agencies thin year, partially 
because of the collapse in 
property prices. 

In the secondary market. 
Wharf two-year paper is 
trading at around 300 basis 
points above Hibor (Hong 
Kong Interbank offered rate), 
and bankers say t he com- 
pany would be hard-pressed 
to achieve any tighter Pric- 
ing on the basis of “relation- 
ship banking". 

“There’s quite a lot of 
Wharf paper in the market, 
as well as Whedock [the par- 
ent company],” said Oliver 
I!oliter, head of syndicated 


loans at Bayerische Landes- 
bank. “Two-year money 
chnnirf be around 300 basis 
points over Hibor, if you 
want a fair market reflec- 
tion. The secondary market 
shows that is the price at 
which you can get assets, so 
why should you accept less 
just because of relation- 
ships?” 

The syndicated loan mar- 
ket in Hong Kong has been 
moribund for most of the 
year. The high point came 
last month, when Cheung 
Kong, the flagship company 
erf u Ka-shlng, raised 
HKSLlSbn - higher than the 
amount originally sought — 
at a cost of 100 basis points 
over Hibor. 

For Wharf, the tough mar- 
ket is compounded by its 
own troubles. Last month, 
Moody's Investors Service 
downgraded its debt ratings, 
ci ting the group's property 
exposure and strains on its 
liquidity. 

The group needed to refin- 
ance some HK*2JBhn worth 
of debt this year. 


Petronas called up for 'national service' 

Malaysian government expects oii group to help companies in need, writes Sheila McNulty 


W hen Esso cut petrol 
prices by three sen 
per litre in Malaysia, 
the bead of Petronas, the 
Malaysian state-owned oil 
company, accused it of 
“creating instability in the 
market". 

.The government sets the 
country's petrol prices, so 
Mohamad Hasoan Mari can, 
Petronas president and chief 
executive, was taken off 
guard. 

But tf Esso was going to 
undercut those prices, he 
was ready to “press the but- 
ton" in response. 

Petronas needs every sen 
it can get As Malaysia sinks 
deeper Into economic crisis, 
the big and profitable group, 
is expected to do “national 
service” by providing assis- 
tance to companies the gov- 
ernment flwmn In n pff l. 

To retain its 30 per cent of 
the retail petrol business in 
the fltce of Esso's price cuts, 
Mr Hassan came out with a 
promotion offering a free 
sports bag or sunshades with 
engine oil purchases. But 
that will not mark the end of 
Petronas' troubles. 

As share prices plunged 
when the regional. crisis took 
hold of the country late last 
year, brokers said Petronas 
spent a amount 


purchasing shares to prop 
up the market. 

Earlier this year, Petronas 
bought the shipping assets 
of Konsortium Perhapalan, a 
debt-burdened group con- 
trolled by Mhzan Mahathir, 
prime minister Mahathir 
Mohamad's eldest son. In 
what was widely seen os a 
bail-out. And last week, 
news emerged that Petronas 
was joining with Proton, 
Malaysia's national car- 
maker, to form a company to 
research and. develop 
engines, transmissions, addi- 
tives, fuels and advanced 
engineering materials. 

Petronas hopes its 
investments will be 
an impetus to sustain 
economic growth 

The Proton alliance 
appears to be charity on the 
part of Petronas, which has 
been developing a commer- 
cial engine for some time. 
Proton, which desperately 
needs its own engine, given 
the high costs erf importing, 
can now tap into Petronas' 
financially strong research 
and de velopment arm. 


“It sounds like a bit of 
national duty,” says Jona- 
than Duckett on the institu- 
tional safe team at Paribas 
Asia Equity. “They're going 
to be spending quite a bit 
keeping people afloat." 

Petronas, which Is housed 
in the world's two tallest 
buildings in the centre of 
Kuala Lumpur, appears to be 
downplaying its ability to do 
such rescues. In announcing 
its financial results, 
Petronas cited depressed oil 
prices and Increasing compe- 
tition but still managed to 
turn in a 37 per cent increase 
in profit after tax to MfflSbn 
(US$2.4bn). 

Petronas will this year 
Invest M$7bn in the 
upstream sector. MS2bn 
more than the average 
Invested annually In the last 
five years, and about M$Sbn 
in the downstream sector in 
what the company hopes 
will serve “as an impetus to 
sustain the nation's eco- 
nomic growth". 

Petronas is not listed on 
the Kuala Lumpur Stock 
Exchange but two subsid- 
iaries are. Petronas Dagan- 
gan is the group's main 
domestic marketing arm for 
petroleum products . and 
operates service stations and 
aviation fuelling facilities. 


Petronas Gas is primarily 
involved in processing and 
transmitting natural gas. 

The petrol marketing wars 
might hurt Petronas Dagan- 
gan but price controls 
should provide protection 
and a new nationalist fer- 
vour migb* increase demand 
far Petronas products. 

Petronas Gas's margins, 
however, are independent of 
crude oD prices and foreign- 
exchange fluctuations. “It’s 
one of our highest-rated 
stocks in the Asia-Pacific 
region,” says James Brown, 
who analyses the oil and gas 
sector for Merrill Lynch. 


B; 


at analysts note that 
there is no telling bow 
much “national service” 
Petronas will be forced into 
as the economy slips into 
recession. The government 
projects a 1-2 per cent eco- 
nomic contraction this year, 
and even big and well-con- 
nected companies are now 
seeking court protection 
from creditors. Petronas 
could be called cm time and 
time again to help. 

"There’s always a big 
fear," Mr Duckett says about 
the national oil company. “It 
may be making a lot of 
money, but you don't know 
where it’s going.” 



Size appeal: the Petronas Twin Towers ere the wortefs tallest Reuters 
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SOFTWARE GERMAN GROUP SPEAKS OF SENSATIONAL GROWTH IN EUROPE AND AMERICA 


SAP sees 43% increase despite Asia dip 


By Grattan Bowtey in Rankfart 


SAP, Europe’s leading 
software group which plans 
to list on the New York 
Stock Exchange nest month, 
said yesterday first-half pre- 
tax profits rose 43 per cent to 
DM832m ($465m). 

- The East-growing German 
business software company 
said sales in Asia fell s per 
cent between April and June 
as the region’s finaq rfai cri- 
sis began hurting Japanese 
and Australian companies. 

Hasso Plattner, joint chair- 


man, said SAP was enjoying 
“sensational” growth in 
Europe and America. How- 
ever, the company warned 
Asian revenues had been 
undermined by currency 
devaluations and companies 
scaling back investment 
“[Up until May and June] 
we had felt that Japan would 
not be affected by the Asian 
crisis but now there is more 
uncertainty, especially 
among large companies, tra- 
ditionally SAP customers," 

said Henning Kagennann, 
joint chairman. 


SAP's total sales in the 
first six months rose 61 per 
emit to DMadba It said sales 
were running ahead of fore- 
casts, but cautioned that a 
recruitment drive and a new 
employee share scheme had 
pushed up costs. This meant 
it still expected pre-tax prof- 
its this year to rise by 
between 30 and 35 per cent, 
less than last year. 

SAP. which was founded 
in 1972 and went public in 
1988, has ridden a wave of 
popular demand among mul- 
tinationals for its software. 


which companies use to co- 
ordinate their operations. 

SAP’s shares have risen by 
around 80 per cent this year, 
making ft the third largest 
company In Germany by 
market ' capitalisation, 
behind Allianz, the insurer, 
and Deutsche Telekom. SAP 
shares yesterday closed 

down DM4 at DMlj)74. 

SAP is the world market 
leader in enterprise resource 
planning software, although 
it feces stiff competition 
from smaller rivals such as 
the Dutch group B a a n . The 


German group is racing to 
develop new products, espe- 
cially Internet applications 
allowing companies to deal 
directly with customers. 

SAP conceded rite “mfflen- 
nfrirn bomb 1 * could lead to a 
Slowdown in demand for 
SAP products until compa- 
nies sorted .out how to deal 
with the year 2000 . 

However, Mr Plattner 
trwigtAii that many of 
its rivals. SAP’s own prod- 
ucts had no millennium 
problems. “Our competitors 
have a lot of work to do.' Our 


Bouygues brothers face battle 


By Robert Graham in Paris 


Vincent; Bollorfe, the French 
financier, yesterday chal- 
lenged the Bouygues 
brothers' efforts to undo a 
concert party agreement 
governing the management 
of the Bouygues construc- 
tion and telecommunications 
group. 

The challenge is a new 
twist in an escalating battle 
for control over strategy at 
the group, which last year 
posted turnover of FFrSibn 
($15bn). 

Late week, Martin Bouy- 
gues, chairman, and his 
brother Olivier lodged a 


request with the financial 
markets council (CM?) seek- 
ing to break the concert 
party agreement This was 
signed last December with 
Mr Bollort after he had 
amassed 10 per cent of the 
voting rights. 

The Bauygu.es brothers’ 
case is due to be beard 
tomorrow. The Bollore camp 
said the Paris commercial 
law courts had been 
requested to rule on whether 
the brothers had the right to 
break the concert party uni- 
laterally before it expired in 
January 2006. 

Mr Bollore appears to see 
the concert party as an 


agreement that can only be 
broken prematurely with the 
consent of both parties. 

The Bouygues brothers, 
through their SCDM holding 
company, control 22 per cent 
of voting rights. 

The December pact fol- 
lowed a secretive raid on 
Bouygues shares costing an 
estimated FFrl.5bn. It 
allowed Mr Bollord two 
board seats and a say in the 
group’s future. 

He rapidly began question- 
ing Bouygues’ strategy, par- 
ticularly its commitment to 
telecoms through majority 
ownership of France's infant 
third mobile licence. 


The Bouygues brothers 
claimed fa their action last 
wed; that Mr Bollort's con- 
duct bad abrogated the pact. 
They cited no evidence, but 
appeared to refer to his 
refusal to approve the 1997 
accounts and his abstention 
from a recent board meeting 
to end orse the p u rchase of 10 
per cent of Bouygues Tele- 
com held by Cable and Wire- 
less. 

The impact of the fight 
between the Bouygues 
brothers and Mr Bollore is 
being watched carefully by 
investors, who believe it 
could produce changes In 
the shareholders’ structure. 


Martin Bouygues: seeking to breaks concert 
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HERE 


Is the best place to hove your meeting a place? X>r is it a 


ommunication^" system,- from VTEL? 


Hmm. interesting question. But let's say you don't want to spend a fortune bringing people in. from all over, .or wait 


days or weeks until everyone's schedules allow them to all 'be in the some room at the same time. Then,-. itfs kind. 


of a no-brainer. And definitely a job for what we like to call videoconferencing that's been raised -to a higher level. 


Our systems offer easy, intuitive interfaces, stunning picture quality and sound, ond ingeniously simple video ..network. 


management* And because we're the only company whose entire product line is. completely compatible with your PC 


network, gathering the data, graphics, and applications you need is as easy as gathering the people. All. of. .which 


proves, there's no place like VTEL. Visit www.vtel.com or call +44. [0)1 1 8 955 3233. Outside the UK, *1 512 231 2870; 




Coll for n free videe obcut VTEL’s SmgrtV.deoNet Manager- the ideal way to control and manage your Digital Viiwpl.Commwnicationr network. 




customers have a strategic 
• advantage, ” he said. 

SAP, which- lists in New 
York on August ‘ 3,- said 
switching to HS, accounting 
principles would cause a 5 to 
-6 per cent reduction in 1997 
annual net income compared 
with German accounts... . 1 

In tiie first half, sales m 
the American region rose .72 
per cent to DMLTbn. Bales in 
Europe excluding. Germany 

rose 72 per cent to DM934m. 
Sales tn Germany climbed 53 
per cent to 776m. Asian sates 
rose 19 per cent to 376m. 


as crisis grows 


By Eric Frty hi Wanna 



Creditanstalt Investment- 
bank - (CAIB). yesterday 
appointed its third chief 
executive iir 'a year. in a 
move that reflects the deep- 
ening crisis in the merchant 
banking 'division' of Bank 
Austria, its parent. 

Andres Simor, CAIB chair- 
man, resigned on Friday and 
was ' replaced by - Willi 
Hemetsberger, a derivatives 
and emerging . markets 
g pr par t from the London arm 
of Citibank of the OS. 

in an unusual- move, the 
bank cited “differences in 
opinion over the strategic 
direction of the investment 
bank” as the reason for Mr 
SJmar's departure. 

Mr Simor lost control over 
stock trading to a new 
department to Bank Austria 
and was oyemUed when he 
wanted to shift activities out 
of Austria. The Hungarian- 
born banker took the posi- 
tion at CAIB less than a year 
ago, after Marko. Musolih 
was forced out ftOowtog the 
takeover of Creditanstalt by 
Bank Austria. 

Mr Hemetsberger, 39, is 
well-known in Austrian 
financial circles for his past 
as a Marxist student and. 


- more recently, his skills as a 
derivatives trader. ' ‘ 

However, the change at 
'CAIB suggests that most of 
the did tave^toiezti .baokta« 
staff will not remain under . 
~Rawif Austria’s leaderships A 
few weeks ’ago, Stefan Erie- 
: gelstein, head of corporate 
fin^weg at CAIB and a Credi- 
tanstalt veteran, left. 

: ’ CAIB. which .fe strong In 
east and central Europe, was 
considered Creditanstalt’s' 
most prestigious asset when 
ft was taken over by Bank 
-Austria. -In-line with this , its- 
managers -were given most 
top positions when it merged 
with Bank Austria's invest- 
ment hawking unit. 

However. Gerhard Randa, 
Bank Austria 1 chairman, 
rejected the idea of a fiefdom 
of old Creditanstalt manag- 
ers- to- his bank and slowly 
began to- push his own 
people totomata positions. 

Alarich Fenyves, former 
Creditanstalt executive, 
remains vice-chairman of 
Bank- Austria Creditanstalt 
International (BAC AD and is 
now to . charge Of Asia, Latin 
America, Hungary, Poland 
and 'tiie Czech Republic. 
However, there is specula- 
tion he might switch to 
domestic rival Erste Bank. 


NEWS DIGEST 


Costs reduction lifts 


AngloGold 24% half-way 


AngloGold, the world's biggest gold producer, arid yesterday 
its drfve to reduce costs had helped it to a 24 percent rise in 
first-half net attributable, profits, to$0&2m, In spite of weak, 
gold prices. Reporting AngtoGbkfs first results sfrice it was 
formed earlier this year from the merger of Anglo American 
Corporation of South Africa's gold Interests, Bobby GodseH, 
chietf executive, said cash operating costs had fallen by more 
than 18 per cerd, from $292 a troy' ounce to $247, ki the half- 
year. 

Meanwhile, the average gold price for the period was down 
by 3 per cord In mid terms and 14 per cent in US dollars, 
compared with the first six months of 1997. The recent fall in 
the value of ihe South African currency meant that gold prices 
in rand Were I9cety torrbe higher In the second half and Angto- 
GoW would benefit from haring rand denominated costs and 
dollar denominated revenues.- . 

. Nevertheless, The company is seeking to be a value Invest- 
ment in real terms’, said Mr GodselL “The market will mea- 
sure AngloGold's performance both in dollar and rand terms 
and non-South African investors wtB expect good dollar divi- 
dends. “~ 

AngloGold, which Is listed in Johannesburg- London, Paris 
and Brussels, plans to fist .on the New York Stock Exchange; 
The company said a reorganisation would help hold costs at 
the target level of. $250 an ounce. Barry Tapson, executive 
officer for human resources, said the company expected 
R221 .8m ($34.6m) In savings from the reorganisation. "We 
hope to complete foe exercise early next year ” he said. 
Grayta Steyn arid Kenneth GoocBng 


ENGINEERING 


Kvaemer claims court victory 


Kvaamer, the Angb-Norwegtan industrial group, yesterday 
ctafrnad victory In the latest round of Its tong running legal 
battle with. VAL the Au strian eng ineering group, over alleged 
misuse of confidential information. The court of appeal in Lon- 
don dismissed appeals by VA1, Horst Wiesinger, its chief 
executive, and Richard Guseri, chief financial officer, to block 
proceedings against them In the UK courts. 

Last year, the High Court held that VATs UK subsidiary, 
through Hoy 7az2yman, Its chief executive officer, had organ- 
ised the evasion of a search and seizure order to recover 
documents and other materials from VAI which were the 
property of the Angto-Nonweglan group's Kvaemer Metals 
subsidiary. The court of appeal also dismissed an application 
by VAJ to appeal to the House of Lords. 

Mike Foster, executive vice-president at Kvaemer, said* 

“We shall continue to be vigorous in our efforts to take all 
necessary steps in pursuing our c la i m s against the Austrian 
defendants, as well as VAJ (UK) and its chief executive offi- 
cer. - Tim Burt, Stockholm 


SPAIN 


Electricity privatisation 


Sepl, the state holding group, yesterday launched the privati- 
sation of Cqmpaffia Operadona del Mercado Espailol de 
Bectriddad (COMBE), the Spanish electricity market operator. 
COM EE, owned by Red Etectrica de Esparia. the hfch voltage 
electricity distributor, part of the Sepl group, is being sold 
through a co mp etitive auction of 300,000 .shares to institu- 
tional inves tors and qualifying electricity market agents and 
' consumers. 

Tharninfcnum.lnvesrtnient issetat Pts25m or 10,000 shares. 
The maximum holding for companies or Individual investors 
has been set at 9.99 percent, and at 39.99 per cent for mar- 
ket agents or the e l ec t r icity utilities. 

Bids must be placed July 24 and the tender will take place 
on July 27. Investors wDL be informed of their allocation on 
July 2a Andrew Taylor, Utffifies Correspondent 


INSURANCE 


AGF makes disposals 


Assurances G6n4ralesde France, a unit of Allianz of Ger- 
many, hessoW GPA Yfe, GPA 1ARD and Proxlma to Italy's 
Asstaurazlonl Generafl as part of a deal agreed In December 
1097. AGF said yesterday that it had received a dividend of 
. FFr240m ($40m) prior to the sale. The move would not affect 
AGFs sales or earnings bec ause the units were not consofi- 
daUd, AGF s did. Nor would It result In any capital gains or 


In December .1997, Allianz took over AGF and agreed to sefl 
certain assets to Generafi, which also had been biddrig for 
AGF. AP*W, Paris" " 


Comments and press reuses about i rrtem o tionaf 
companies covetege cen be sent by e-ma& to . 

Intgrnatfor&.campenlesQfLcorn 
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Having even 
more global 
resources 
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makes us even 
more personal. 

Union Bank of Switzerland and Swiss the world. Now that we are able to draw 

Bank Corporation have joined to form a on an even wider world of resources: we 
bank with assets under management of find we can serve each client even better, 
more than USD 1000 billion, ranking 

among the top financial sen/ices firms in Welcome to the new UBS AG. 
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COMPANIES & FIN ANCE: EUROPE 

NORW AY POOR PERFORMANCES AT INDUSTRIAL CONGLOMERATE’S TWO LARGEST DIVISION S AFFECT HALF-YEAR RESULTS 




Lower oil and ammonia prices hit Norsk 


By Tfm Beat ki Stockholm 


Norsk Hydro, the Norwegian 
industrial conglomerate anil 
the country's largest quoted 
company, yesterday blamed 
a 30 per cent decline in first- 
half profits on weak oil 
prices and volatile demand 
for fertilisers. 

Underlying operating prof- 
its slid to NKrt3bn (*530ra) 
from NKrS.BSbn, even 
though sales rose from 
NKr4£L3bn to NKi5Q.3bn in 


the six months to Jane 30. 

EgE Myklebust, chief exec- 
utive, said Norsk Hydro had 
been hit hard in the second 
quarter by “difficult market 
conditions” in its oil and gas 
division anil its agriculture 
arm, the world's biggest fer- 
tiliser producer. 

Since the first quarter, the 
group has seen average sell- 
ing prices for its crude oil 
foil a further SI to $1230 a 
barrel, reducing second- 
quarter profits in the oD and 


gas division from NKrl.55bn 
to NKr755m year-on-year. 
Lower ammonia prices cut 
the second-quarter contribu- 
tion from the agriculture 
arm from NKr543m to 
NKr382m. 

These disappointing per- 
formances in Norsk Hydro's 
two largest divisions left 
group operating profits lan- 
guishing at NKrl -93bn for 
the three months to June 90. 
against NKr233bn for the 
same period of 1B97. 


Lower prices for PVC 
undermined the petrochemi- 
cal division, where second- 
quarter profits fell from 
NKrilSm to NKr64m- 
Nevertheless, senior exec- 
utives yesterday said ofl and 
fertiliser prices had stabi- 
lised, while the outlook for 
the petrochemical business 
would be enhanced by its 
recently announced joint 
venture with EVC Interna- 
tional of the Netherlands, 
creating the world's third- 


largest producer of PVC. 

Georg Storm er, head of 
corporate finance, said the 
aniffjwv* was the first, step in 
a broader Industry consoli- 
dation apd hin ted the group 
was seeking a North Ameri- 
can partner. "We have been 
receiving indications from 
other producers that would 
be Interested in joining such 
a grouping,** he said. 

Mr S termer also said 
Norsk Hydro was seeing 
signs of reduced Inventory 


levels in the oil industry - 
following the recent decision 
by oil producing countries to 
cut output by 3m barrels a 
day - and a stabilisation in 
fertilise- prices. .. 

The' weak figures in oil 
and gas, agriculture and pet- 
rochemicals were offset in 
part by improved contribu- 
tions from light metals, 
where profits rose .to 
NKr796m from NKitilm. . 

Although average selling 
prices for aluminium fell 14 


per cent to $1,390 a tonne on 
the London Metal Exchange, 
Norsk Hydro said it. was 
enjoying rising demand for 
its specialist products. 
company has sold some 85 
pa- cent of capacity far 
second half at $1300 a tonne. 

At the -'..pre-tax level, 
second-quarteT;- profits 
Increased 21 per cent to 
NKrLSZhn - flattered by a 
one-off gain of NKi86un an 
the sale of Norsk Hydro's 
shares in Saga Petroleum. 
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BCP raises Esl48bn for buys [Spanish rates 


By Peter Wu to Usboo 


Banco Comerdal Portugufis, 
Portugal’s biggest private- 
sector banking group, is on 
the acquisition trail after 
raising Esusbn <$809m) from 
a global, offering of 29.3 pa 
cent of Atldntico, a leading 
retail bank. 

BCP has boosted reserves 
from asset sales, capital 
Increases, and the Atldntico 
offering, that could put 


acquisitions worth more 
than $5bn within Its reach, a 
Lisbon analyst estimated. 

A link-up between BCP. 
which dominates retail 
banking, and Banco PUrtu- 
gnds de Invest! mento, the 
market Leader in investment 
hnnidng . Is seen as a “per- 
fect match”. BPTs market 
value is more than $Shn. 

Other markets in BOP’s 
sights are Brazil and Poland, 
where it has already made 


qmnU acquisitions. 

Atldntico’s sale, Portugal’s 
biggest non-privatisation 
share offering, was priced at 
Es4,60Q a share, at the top of 
the range. The retail offering 
of 17.7m shares was 47 times 
subscribed and the institu- 
tional tranche of 14.5m 
shares almost nine times 
subscribed. 

The global coordinators - 
Banco Cis£ Salomon Smith 
Barney and Warburg Dflkra 


Read - are expected to exer- 
cise an option to Increase 
the offer by 3.2m shares to 
cover over-allotments. This 
would lift the sale to 312 per 
cent of Atlfintico’s capital 
and bring the total amount 
raised to Esl62 3bn. 

BOP's stake in Atldntico 
would be reduced to about 64 
pa cent. Later this year 
Atldntico plans a rights 
issue to raise its capital by 
Es45bn- 


By Tom Ban la Madrid 


Low interest rates in Spain 
continue to penalise Banco 
Popular, the strongly capital- 
ised financial institution 
that is a net lender on the 
domestic interbank market 
Popular reported first-half 
net profits of Pta333bn 
(8223m), 8 pa cent up mi the 
Hflmo period last yea. after 
one-off gafag offset a squeeze 
on margins. 


The results, slightly tower 
than forecast, promptedra 23 
per cent. fall in Popular's 
shares, to PtalS.130. 

Popular's net interest 
income fell 7.4 pa cast to 
PtaSOiZbn from the January- 
Jtrne period last yea, and by 
06 pa cent to Ptafflhn from' 
file first quarter of the yea. 
In the first quarter, net 
interest income had. regis- 
tered a quarter -on-quarter 

increase of 0.4 pa cent, the 


first such rise for J2 months. 

The bank, which is more 
than SO per oerit owned by. 
foreign institutions, does not 
expect to recover margins, 
until next yea. 

■ The slowdown at the 
hank’s traditional revenue 
earner brought the operating 
profit down by 53. per cent 
to PtaS7.8bn against the first 
half of 1997, in spite of .a 23* 
pa cart rise in income from 
commissions and services. 


. Popular has the strongest 
balance-sheet in the domes- 
tfc sector and was able to lift 
its net profit-' because of 
lower provisioning and non- 
recurring items. 

• Banco Central Hi span o 
has paid some 8180m far 90. 
pa. cent of Banco de Santa 
Crux, the . biggest bank In 
Bolivia. Santa Cruz has 42 
branches, assets of FtalTObn 
and. a 20 per cent share of 
the local banking sector. 




anglogold 


Abridged Report 

FOR THE QUARTER AND SIX MONTHS ENDED 30 JUNE 1998 AND 

Dividend Declaration 


ANGLOGOLD LIMITED 

(Incorporated in the RepabUc of South Africa} (R e gi st r a tion innate 05/17354/06} 


APPROPRIATION BASIS 


AMORTISATION BASIS 


INTERIM DIVIDEND 



Quarter 

Quarter 

Ex months Six months 


(barter 

Quarter 

9x months 

Sxmontte 


enaea 

ended 

enaea 

ended 


enaea 

ended 

ended 

ended 


June 

March 

June 

June 


June 

March 

June 

June 


1998 

1998 

1998 

1997 


1998 

1998 . 

1998 

1997 

GoU 





Gold 





Produced -kgs 

50867 

53 877 

104744 

100 641 

Produced - azs (000) 

1636 

1732 

3368 

3236 

Revenue - R/kg sold 

57478 

55 205 

56 292 

52 976 

Revenue • S/oz sold 

358 

360 

359 

370 

Cash costs - R/kg produced 

40477 

39 725 

40090 

41998 

Cash costs - S/oz produced 

243 

250 

247 

292 

CjONSOUDATED INCOME STATEMENT 




CONSOLIDATED INCOME STATEMENT 





RmStion 

Rmfltion 

Rmffion 

R million 

• 

$ Million 

S million 

Smffion 

S million . 

Revenue 

28853 

3 024,5 

5 909,7 

5 4073 

Revenue 

5493 

• 6023 

11523 

1208.4 

Cost of sales 

2170/) 

2 387,0 

45573 

4 375,3 

Cost of sales 

4423 

512.2 

9553 

10863 

Operating profit 

7153 

637.5 

1352,7 

1032,0 

Operating profit 

106 J 

90.4 

197.1 

122.4 

Exploration costs 

463 

46,1 

92,1 

- 

Exploration costs 

83 

93 

183 

- 

Corporate administration costs 

69,9 

483 

1383 

185,9 

Corporate administration costs 

13.7 

9.7 

233 

45.7 

Other income - net 

43,9 

303 

74,7 

147,8 

Other income - net 

463 

' 113 

583 

333 

ftofft before taxation 

6433 

573,9 

1217,3 

993.9 

Profit before taxation 

1309 

82 3 

2133 

1103 

Taxation 

222,0 

1543 

3763 

195/4 

Taxation 

30.7 

283 

593 

113 

Profit after taxation 

4213 

419,9 

841.1 

798,5 

Profit after taxation 

1002 

543 

1543 

983 

Appropriation for capital 





Equity earnings 

33 

53 

93 

-. 

expenditure 

93 

128,1 

137,7 

284,0 

Transfer to non-distributabte 





Equity earnings 

63 

20.7 

273 

- 

reserves 

- 

- 

- 

8.4 

Profit available 

4X8/4 

312,5 

7303 

514,5 

Net earnings 

1033 

60.1 

1633 

893 

CONSOLIDATED BALANCE SHST 




CONSOLIDATED BALANCE SHEET 




30 June 1998 





30 June 1998 









RmflBon 





Snrifflon 

Capital employed 





Capital employed 





Share capital and premium 




5 0363 

Shareholders' equity 




17623 

Non-distributable reserves 




17471,7 

Deferred tax 




7763 

Retained profit 




273 

Long-term borrowings 




2283 

Long-term liabilities 




13433 

Other long-term babititoes 




2043 





23 8583 




- 

29723 


On Friday, 17 July 1998, the directors of the company declared interim dividend 
No. 84 as fallows: 


Amount - South African currency 
- United States currency 


750 rents per share 
128 cents per share 


Last day to reg i ster far dividend 

(and fix changes of address er dividend instruction) 


Friday, 7 August 


Registers dosed from 
to (inclusive) 


Saturday, 8 August 
Saturday,' 15 August 


Ex-divklend on 

- London Stock Exchange 

- Johannesburg Stock Exchange 


Monday, 10 August 
Tuesday, 11 August 


Currency convereion date for staling payments to 
shaitemldeis paid from London 


Tuesday, ll August 


Dividend warrants posted 


Thursday, 17 September 


Payment date of dividend 


Friday, 18 September 


GENERAL NOTES 

1. All results are unaudited. 

2. Issued Ordinary Capital: 97 839 399 ordinary shares of 50 cents each, of 
which 578 143 shares are held by a wholly ovmed siAsidiary. 

3. The unabridged report will be posted to shareholders on or about 
Monday, 27 July 1998 and copies are avaflable from the addresses given 
bdow. 


4*. The unabridged report will also be available on the Internet at the 
undermentioned address. 


By order of the board 


Employment of capital 
Mining assets 
Investments 
long-term loans 
Net current assets 


21328,5 

1653,6 

7933 

834 


Employment of capital 
Mining assets 
Investments 
Long-term loans 
Net current assets 


RFOppenhrimav Chairman 
R M GocfseU, Chief Executive Officer 


2 4553 
281.7 
135.1 
100.4 


Johannesburg 
17 July 1998- 


Cash 

Other current assets 
Current liabilities 


101 XT 
17933 
2 7213 


Cash 

Othe- current assets 
Current liabilities 




23 8583 

2 9723 

CASH ROW STATEMENT 

CASH FLOW STATEMENT 


for the six months ended June 1998 

for the six months ended June 1998 



RudBon 

$ motion 

Operating activities 

Opoating activities 

1753 


Transfer sec r eta ri es 

Consolidated Share Registrars Limited 

First Float; Edura 

41 Fox Street; Johannesburg 2001 

(TO Box 61051 

WarshaUtown 2107) 

South Africa 


Registered office 
55 Marshall Street 
Johannesburg 2001 
(TO Box 62117 
Marshalltown 2107) 
South Africa 


Cash flow from operations 
Investment income 
Working capital movement 
Taxation paid 


1139,5 

77,6 

263 

(2553) 


Cash flow from operations 
Investment income 
Working capital movement 
Taxation paid 



Investing financing activities 


foresting and ftnxfog activities 


United Kingdom Registrar 

Gomputershare Services PUC 

PD Box 82 

Caxton House - 

ReddiffeWay 

Bristol BS99 7NH 

England 


UMted Kingdom Secretaries 

St James’s Corporate Services Limited 
6 A James's Place 
- - London SWiA 1NP 

• England 


Gold 


man S,i C( 


Mining assets acquired 

Proceeds from the disposal of miningassets 

Inv es t m ent s acquired 

Purchase of management contracts 

Loan repayments 

Formation costs 



Mining assels acquired 

Proceeds from the disposal of mining assets 

Investments acquired 

Purchase of management contracts 

Loan repayments 

Fo r m ati o n costs 


Translation adjustment 



Authorised representative in the United States of America. 
\ Pugfci & Associates 
850 Library Avenue, Suite 204 
- . ' PO Bax 885 ~ 

Newark Delaware 19715 
Urdted States of America 


^Bcm 
L Ma *e!, 


Metcash generated 
Dividends paid 

Cash resources at beginning of year 


479/4 

(6373) 

1170,1 


Nrt cash genoated 
Dividends paid 

Cash resources at beginning of year 


Cash resources at 30 June 1998 


101X7 


Cash resources at 30 June 1998 


INTERNET ADDRESS: . ... 
http://www.ang LogoLd.ca^a 


\ Jb, 


rUtif ■ 
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This announcement appears as a matter of record only. 


orange 


hutchison telecom 


Orange pic 


£200,000,000 

8.625% Senior Notes due 2008 

U.S. $545,000,000 
8.0% Senior Notes due 2008 

Euro 100,000,000 
7.625% Senior Notes due 2008 


Goldman Sachs International Chase Securities Inc. Dresdner Kleinwort Benson 


HSBC Markets 


J.P. Morgan Securities Ltd. 


Morgan Stanley Dean Witter 


July 1998 
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Debenhams fails to lift retailing gloom 


COMMENT 


r 


^ Peggy Itolfeger 


^^ben hams , the department 
store group, yesterday defied 
toarket expectations by 
reporting resilient sales 
STOwth in what has been a 
‘HfficnK period for UK retail- 
ers. 

Debenhams reported 
toHferiying sales up « per 
cent for the 19 weeks to July 
11- Peter Jarvis, chairman, 
said margins were steady: 
"Our strategy continues to 
be to deliver a good perfor- 


mance, notwithstanding 
today's difficult economic 
and trading environment." 

But the news, even com- 
bined with the market debut 
of the upmarket department 
store group, Selfridges, failed 
to lift the gloom over a 
beleaguered retail sector. 
Retail shares ended the the 
day just QJ2 per cent ahead. 

Selfridges closed at 236Vip, 

in ling with expectations. As 
the group completed its 
demerger from retail con- 
glomerate Sears tiro execu- 


tives were granted a raft of 
options worth more than 
£2m ($3 -3m). However, the 
options are exerdseable only 
if they meet performance 
targets over five years. Vit- 
torio Radice, chief executive, 
was granted 570,820 options 
worth £l.35m (&L22m) at yes- 
terday's dose, and Peter Wil- 
liams, finance director, has 
317,120 worth £750,000. 

The closing price put a 
market value of about £36Qm 
on the company. Analysts 
suggested the price was 


buoyed by bid speculation. 
"At this value a bid is possi- 
ble,” said ana 

Stuart Rose, who as chief 
executive of Argos led the 
group's defence against the 
bid from Great Universal 
Stores, has been mooted as a 
passible predator with back- 
ing form a venture capital 
group. However, it is 
thought he is unlikely to bid 

at this level. 

Debenhams shares jumped 
sharply after its trading 
statement, but edged back to 


finish at 334V»p. Analysts 
said they were surprised the 
group had not retained some 
of its earlier gains. Debaa- 
hams’ shares have fallen 
from a high of 4Q5p to a low 
of 301Kp in the last two 
months. 

“In the context of what 
hue bemi happ ening in the 
sector f think it is a stun- 
ning performance. ” said one 
analyst. “But people have 
wound themselves into such 
a stew about the prospects 
for retailing that they will 


not buy anything .in the. sec- 
tor." 

Tbe government publishes 
its retail sales figures for 
June on Wednesday, which 
most expect will show a drop 
of at least one pa* omit and 
possibly much more. Retail 
sector investors, who have 
seen their shares hit by a 
series of profit warnings 
from UK companies suffer- 
ing the effects of bad 
weather and the general eco- 
nomic slowdown, are likely 
to take further fright 


UK transport 


You wait decades .for a inns- awfe : V 

port. policy and. than you get. = 

a bus, train airf.car policy all 

at the same tune.-' The main ^ 

ihrust of the gbyenanent's -~y; ; . V: ' . -"I- “ 

white paper h a radical ‘ttb 1 1: , 

attempt to prise people out of ' nSS* .1 

their cars and -on to buses . mm •; ; . • r 

and trains. Motorists, have - ttfe .•••'•' ,f 

«nt hnnn nman™ nfP thfllf ' -'•hi ■ ■ • . T - I 
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Wessex 
to end 
venture 


PIC International to 
set up home in US 


By Christopher Swam 


By John WOman, 

Consumer Industries Eifitor 


Wessex Water, the UK water 
and sewage company, yester- 
day started the formal pro- 
cess giving it the option of 
obliging Waste Management, 
the US group, to sell Its 51 
per emit stake in UK Waste. 

Wessex owns the remain- 
ing 49 per cent of the refuse 
disposal and recycling joint 
venture. Its move was trig- 
gered by the merger of 
Waste Management with US i 
rival USA Waste, consum- 
mated on Thursday. Wessex 
said this constituted a 
change of Ownership- 

Analysts estimate the 
stake could cost Wessex 
between £150m and £200m 
({24 6m and $292m). Robert 
Miller-Bakewell, of Merrill 
Lynch, said Wessex Water 
may have difficulty in com- 
pelling Waste Management 
to sell. 


PIC International, the rump 
of the company formerly 
known as Dalgety. is to start 
the process of relocating to 
the US where most of its 
business is done 

A board shake-up will see 
the departure of three Euro- 
pean directors, and tbe 
arrival of two Americans. 
Those leaving include Sir 
Denys Henderson, the for- 
mer chairman of Imperial 
Chemical Industries who has 
overseen the virtual dismem- 
berment of Dalgety during 
the past year. 

The former conglomerate, 
which plans to seek a US 
stock market quotation in 
addition to its London list- 
ing, is to open a small head- 
quarters in California along 
with a research centre. 
Andrew AlLner, finance 
director, win move to Calif- 


ornia at the end of the year. 

The prime focus of PIC - 
which stands for Pig 
Improvement Company - 
lies in the US where it 
breeds sows that produce 30 
per cent more piglets a year 
tfyiH a home-bred animal. A 
Californian research centre 
will be better able to attract 
suitable scientists, the group 
said. 

About 10 per cent of PIC 
shares are currently held in 
the US, but if the number 
rises sufficiently, the London 
headquarters could close. 

Sir Denys will stand down 
at the end of the year to be 
replaced as non-executive 
chairman by Brian Baldock. 
a director of Marks and 
Spencer and Cornhill Assur- 
ance who joined the Dalgety 
board six years ago. 

Ken Hanna, chief execu- 
tive. whose restructuring 
programme has returned 
£675m (fLlbn) to sharehold- 


ers, will become a non-execu- 
tive director on September 
30. Dominique Damon, ex- 
chairman of Rhdne-Poulenc 
Chimie Europe, and Peter 
Birch, former chief executive 
Of Abbey National, will also 
step down as non-executive 
directors. 

Phil David, the American 
chief executive of PIC since 
1994, will become group (fold 
executive and Greg BeVlar, 
president of PIC Americas 
will join the board as an 
executive director. Tom 
Urban, former chairman of 
Pioneer Hi Bred Interna- 
tional, an agricultural 
research and seed genetics 
company, will become a nan- 
executive director. 

PIC shares dipped %p at 
203p. They were 2I5p last 
July when Dalgety issued its 
second profits warning 
which led to the restructur- 
ing and a cash payment of 
232%p a share. 



not been weaned off their' : TJ •.'. * 

addiction despite big tax and -Hty- 
fuel duty increases: So the . | £ f '■ w 
promised new charges will # VL " 1 - fcl\ /"7"“ , 

have to. be set- high before' • g? \ . • r ~ ' V • ' 
drivers kick their habit. H ' . " 

they, do bite and the ; fluids ‘ .u ?■" r. » . - 

raised improve public sar- •' "ifi J . JJ W. . i . \ W. : r i _ ? 
vices, buses wlB "be the Mg ^ 1 :• ' o 

winners. The iMw-demonised . 

school run will he replaced more easaly by a local bus than a- 
rail sendee. Passenger numbers in some areas ere .still 15 
per cant below their level a decade ago, and a number of bos l 
networks have excess capacity. In a business where mar- : 
ginal income flows straight through to profits, a boost in 
passengers should imjxove the industry's return on capital. 

Of course, Iro companies will have to step up investment 
to meet the demands .of the newly-empowered local authori- 
ties. But the biggest bottle-neck is not lack of buses; it is 
congestion on the roads. Deals with councils fra* bus lanes, 
for instance, are sensible. Commuters are driven totoa fury . 
by unpredictable service. But a balance has to be struck. It: 
would be a:plty if cosy deals between an authority and a 
particular bus company undermined competition. - - 


Standing down: Sir Danya Head arson 


Trains 

On the rail side, the government was keen to sound tough. 
But there was little there to worry investors. Tougher per- 
formance criteria will be left for the next round of fran- 
chises. In fact, investors should be cheered by tbe govern - jj 
menf a proposal to consider renegotiation of rail franchises - i 
aD the more surprising given the rebuff Connex South" 
Central suffered last week for a s imil ar request. The City , 
may now.be more confident about ascribing extra value to 
rail stocks if thetr prospects for early licence extensions are u 
improved. Those wtto tough subsidy profiles could now have 1 
a longer period.oyer which to-earn a return. . . .a. 

Yesterday's white paper is welcome, but it . merely vindi- \ 
cates the optimism which has buoyed transport stocks over q 
recentmonths. Train and bus companies now typically trade •? 
at a 10 to 20 per cent premium to the market and are no - 
longer cheap. - 
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Former Biotech director to help inquiry Booker continues disposals 


By Jonathan Gntbrie 


Peter Lewis, the man 
accused of withholding 
Important drug trial results 
from the board of British 
Biotech, will next week pro- 
test his innocence to a 
House of Commons select 
committee. 

The science and technol- 
ogy select committee has 
unexpectedly called Dr 
Lewis, the former director of 
research and development, 
as it deepens its inquiry 


into a collapse in confidence 
in the biotech sec- 
tor. 

This followed allegations 
by Andrew Millar, the 
ousted head of clinical trials, 
that the company misled 
investors. 

Some members of the UK 
parliament's committee are 
thought to be unhappy with 
the incomplete picture of 
events at British Biotech 
that has emerged from its 
hearings. There are particu- 
lar doubts over drug trials 


“unbltoded" by Dr Millar 
from November 1996 to April 
1997. 

Although he found the 
preliminary results disap- 
pointing, the company 
Issued an upbeat press 
release about the anti-pan- 
creatitis drug Zacutex last 
May. prompting a rise in the 
shares. 

Dr Millar this month 
accused Dr Lewis, his former 
boss, of “ treachery*'. 

Appearing before the com- 
mittee, Dr Millar alleged 


that Dr Lewis concealed the 
trial results from the board 
to keep the share price high, 
while he engineered his 
departure. 

Dr Lewis left British Bio- 
tech. officially last June, 
though Dr Millar said he 
ceased attending the office 
from mid-May, shortly after 
Dr Millar spoke directly to 
Keith McCuIlagh, chief exec- 
utive. about the trial 
results. 

Dr Lewis denied yesterday 
that Dr Millar had shared 


the results with him. He said 
that he was “very relieved” 
that he had been called to 
give evidence to the commit- 
tee, because it would give 
him a chance to dear his 
name. 

Ian Gibson, a member of 
the committee, said: "We 
have thought for some time 
that Dr Lewis' relationship 
with Dr-Mfflar- was- very I 
important ... the fact he 
departed so quickly suggests 
that something was not 
quite right” 


By Susanna Voyte 


Booker yesterday put in 
{dace tbe second disposal in 
its move to concentrate on 
core cash and carry and food 
distribution operations. 

The group - the UK's larg- 
est cash and carry business 
- confirmed that it was sell- 
ing its 40 per cent interests 
in food- and distribution in 
Portugal and Poland to 
Jeronimo Mar tins, the Portu- 
guese retail distributor that 
is its joint venture partner. 


for £72£m ($H9m). 

The sale follows a strate- 
gic review launched In 
March when the board dis- 
missed Charles' Bowen as 
chief executive. 

The disposal programme 
had already led to the sale 
this month of Booker’s stake 
in the rights. to the works of 
author Agatha Christie. . .. 

Jeronimo will pay an inl- 
tial £34m m completion of 
the dad to buy Booker's 40 
per cent of Recheio Distri- 
buicao and its 16.7 per cent 


direct interest in Eurocash* 
Holdings. A further £l9.5m - 
will be paid at the end of 
this year with the outstand- a 
tag £lSm expected to be paid J 
next year: Booker has d 
invested a total of £l6.4m * 
and its share of net assets on j 
the group's balance sheet 
last year was £4.6m. Booker 
yesterday said tbe transa(> ” 
tion-whichis expected to n 
be completed by August 14 - m 
would slightly dilute earn - v 
togs, before the exceptional 
profit on disposal. 
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SmithKIine rebuilds confidence 


David Pilling on Jan Leschiy's struggle to 
drugs company is on the right track and rt 


convince disgruntled investors that the 
has a future alone 


Eandngs shown basic. DMdenfe shown net figures in bracksis are tor careqnndng period. $Ahn stock inoeased capOsL ^Conpartfvea for 16 months to Apd 30. 
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J an Leschly, chief execu- 
tive of SmithKIine Bee- 
cham, has spent tbe past 
few months on the warpath. 
Ever since merger talks with 
Glaxo Wellcome. Smith- 
Kline’s rival UK drags com- 
pany, coDapsed in Febroaxy, 
he has been struggling to 
convince disgruntled inves- 
tors that he did the right 
thing in puffing out of the 
deaL 

As the share price sank 
from a merger-talk high of 
850p to February to 640p four 
months later, Mr Leschly 
appeared to be losing the 
battle. Having talked up the 
benefits of a deal, he found it 
tough to sell the idea that 
SmithKUne had a compelling 
future an its own. 

Perhaps most distressing 
to Mr Leschly, who is based 
at SmithKUne ’s US head- 
quarters in Philadelphia, 
many American investors 
simply did not believe him. 

Partly as a result of the 
failed merger, the US share- 
holder base has shrunk from 
35 par cent at the start of 
this year to 25 per 
cent 

But sentiment at least in 
the UK, may be swinging Ms 
way again. Mr Leschly's 
promise' of Ipw double-digit 
sales growth Is rather dull to 
US inves to rs compared with 
the spectacular perfor- 
mances from the likes of 
Pfizer, the inventor of Via- 
gra. But to UK ‘institutions 
braced for an economic 
downturn, lb per cent 
growth is not to he swppwI 
at. 

Neither Is. it Implausible, 
given the company’s under- 
lying eamlngs record of dou- 
ble digit increases in the 
past two years. Mr Leschly’s 
message appears to be get- 
ting through - by yesterday, 
tbe share price had bounced 

back to 772p. 

"Jan is a smart guy,'* said 
Kevin Scotcher of BT 
Alex. Brown. “He realised 
Chat the only justification for 
independence was a business 
justification, and that this 
bad to include a double-digit 
sales forecast'’ 

But does Mr Leschly's 
vision stack up? Some does 
WOT come today when Smith. 
Kline reports interim 
results. Partly because of 


SB seeks a future alone 
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seasonal factors, sales are 
likely to fell short of the tar- 
get. Second-quarter pre-tax 
profits should reach about 
£370m (6607m), 7 per cent 
higher thaw last time in 
spite of the negative impact 
of the strong pound. 

Shareholders will, want to 
see how Smith Kline's top 
drugs are performing, partic- 
ularly the anti-depressant 

Seroxat /Paxil, which is 
expected . to drive growth 
until other high-profile prod- 
ucts come on stream. Sales 
of Seroxat, whose patent still 
has eight years to run, 
reached £B99m last year. If 
the drug’s licence can be 
extended to disorders such 
as social phobia, analysts 
say turnover could double to 
£L8bn by 2003. 

Sales of Augmentin, the 
antibiotic that is Sxriith- 
Kline's second-best per-' 
former, are moire vulnerable: 
Today's figures are likely. to- 
be fiat given relatively tow . 
levels of. flu to the US and 
western Europe.. But they 
may bounce' back this win- 
ter. 


There eooM also be plenty 
of B fe to vaccines, where 
S mithKIine has a third of 
the world market. Once 
derided as a low-margin 
business, vaccines are back 
to fashion because of techno- 
logical advances. 


S mithKIine, far example, 
is awaiting approval of 
Lymerix, the first vac- 
cine against Lyme disease, a 
big health fear In the US. 
Credit Suisse First. Boston 
expects (he total market for 
vaccines to double to.&LShn 
by 2001 and to quadruple to 
nearly SlOhn by 2005. 

But if half of Mr Leschly's 
vision is based on existing 
drugs, the other half rests, on - 
those still in the lab. To the 
chagrin of some investors, 
the company this year said it 
would increase research and 
development spending by 16 
per cent .'to about £963m in' 
an .effort. .to bring 'new.drogs- 
to market more quickly - , 
even though this would toev- 
itably .squeeze profits. 

The company is gambling 
an f<mr drugs: -Avahdla for 


diabetes; the as-yet-unnamed ? 
SB 265805i a potent antibi- “ 
otic; Ariflo, for asthma and* 
emphysema; and Idoxifene ^ 
for osteoporosis and breast ~ 
cancer. ' 

Most excitement centres * 
on ■ Avandia, though some ^ 
analysts believe a tiny pro- * 
portion of .patients 'taking* 
the . drug may suffer liver 
damage and warn that z 
SmithKIine will have to « 
overcome this potential ? 
problem before Avandia can 5 
be considered a surefire ^ 
blockbuster. « 

* “Rapid take-off and block- £ 
buster sales of new products 
could push earnings growth . 
higher from 2001 onwards," 
said CSFB.to a research note ^ 
yesterday. “But this should * 
be. regarded as tbe ietr^t and * 
not the cake.,. It’s not-* 
Avandia or bust The group's j 
existing franchise can 2 . 
deliver . double-digit^ 
growth," .. .. .. 

That should be music to 
Mr Leschly’s eara. But he * 
will have to work bard to * 
keep more sceptical toves-* 

tors Sin g in g along 
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BfflOPEAN OVERVIEW 

By Marita Dickson, 
Financial Editor 
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Trans-European equity 

indices edged to record highs 
yesterday in spite of a weak 
Opening on Wall Street and 
nervousness ahead of today’s 
congressional testimony by 
Alan Greenspan, chairman 
of the US Federal Reserve. 

The FTSE Eurotop 100 
index closed at 3,06631. up 
12.97 points, while the 
broader Euro top 300 Index 
finished at 1,327.68, up 735. 

The Ebloc 100 index, 
which tracks stocks from 
countries joining European 


Brotop3Q0Enrobtoc 

Index : 


monetary union in January, 
closed up 73 points at 
1.12939. ‘ 

Bond markets were thinly 
traded ahead of Mr Green- 
span’s Hnmphrey-Hawkms 
testimony, with the bench- 
mark 10-year German gov- 
ernment issue quoted late in 
the day around 100.60, up 
0.05. for a yield of 4.67. 

The day's best performing 
equity sector was life insur- 
ance, which rose 3.17 per 
cent, helped by Aegon, the 
Dutch group. 

It jumped Ecu 43 to Ecu 
9674 after broker Salomon 
Smith Barney included the 
company on a list of Euro- 
pean businesses it think* 8 


most likely to make share 
boy backs. AHeanza Assura- 
zloni added Ecu 0.7 to Ecu 
1439. 

Other financials rose L59 
per cent, with Dexia op Ecu 
23 at ECU 15534. 

Falling sectors included 
distribution, down 2.10 per 
cent, with Adidas Salomon 
off Ecu 67 at Ecu 14671 and 
Rexel Ecu 2.7 lower at Ecu 
99.77. Automobiles fell 1.42 
per cent, with Peugeot down 
Ecu 10 at Ecu 20236 and 
BMW Off ECU 24.6 at ECU 
970,47. 

Meanwhile, a report from 
the European markets team 
at Salomon Smith Barney 
said recent euro-area indus- 


trial production data 
suggested that second quar- 
ter output growth had mod- 
erated and pricing pressures 
had virtually vanished, par- 
ticularly in Italy and Ger- 
many. However, the outlook 
remained relatively benign 
and there were "no signals 
of a reversal of the overall 
euroarea upturn'’. 

ABN-Amro's European 
tram argued that the inver- 
sion of the US yield curve 
and the flattening of Euro- 
pean yield curves “raised 
questions about how much 
further the already spectacu- 
lar re-rating of European 
equity markets can be 
pushed”. 
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Credit Suisse Rrst Boston can offer its clients a unique opportunity ahead of the 
introduction of the euro. We have restructured our European Government bond market 
making activities to focus on the maturity spedrum. Split into 3 categories, ranging from 
zero-3.5 years, 3.5-7 years and 7+ years across all the EMU currencies, we offer the benefit 
of faster pricing, greater 'relative value’ expertise, enhanced risk management and deeper 
market insight Change means opportunity. 
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Prices end mixed in thin trading 


^BWMBfTBCTmS 

By Jeremy Grind in London 
Jrtw Aa ttefs in New Yortt 

Prices ended mixed 
yesterday and trade was 
“lin, with markets in Tokyo 
closed for a holiday and oth- 
ers looking to the outcome of 
Japan's political leadership 
wrangles for direction. 

Investors were also hold- 
ing their fire ahead or US 
Federal Reserve chairman 
Alan Greenspan's two-day 
Biimphrey-Hawkins testi- 
mony to Congress, starting 
today, in which he is expec- 
ted to the state of 

the US economy. 

Domestic events in the UK 
caused a brief flutter of 
activity in gilts while Ger- 
man bunds drifted higher in 
uninspired trade. 

James Mitchell. at 
Nomura, said markets were 
slightly nervous after a 
reversal of “safe haven" 
Hows at the end of last week. 


That had been caused by 
improving investor senti- 
ment as Russia grappled 
with its short-term debt diffi- 
culties and Japan appeared 
to be resolving its political 
problems. 

“There have been signs of 
selling pressure from fund 
managers, some lightening 
up of [bond] positions- With 
the [bond] markets in that 
sort of mood I don't think Mr 
Greenspan will say anything 
that's too negative for 
bonds," he said. 

US TREASURIES regained 
some of the lost ground of 
recent weeks in morning 
trading In New York, on 
largely technical trading 
ahead of today's Homphrey- 
Ha wkins testimony. 

There were no significant 
new economic data for the 
market to digest 

By midday, the benchmark 
30-year long bond had gained 

% to 105#. yielding 5.705 per 
cent. There were similar 
gains across most of the 


$500m offering 
from Rabobank 


WTBUWTipm^DS 

By Edward Luce 
and Vincent Boland 

Rabobank, the Dutch bank, 
yesterday chose a quiet trad- 
ing session to launch a 
3500m five-year offering. 

The bond, timed to coin- 
cide with the redemption of 
a number of shorter-dated 
Rabobank issues, was tar- 
geted at UK institutional and 
Swiss retail investors. 

The Swiss, in particular, 
have regained an appetite 
for US dollar bonds in the 
last few weeks given gener- 
ally high redemption levels. 

Warburg Dillon Read, sole 
lead, said investors were 
attracted to the yield on the 


WORLD BOND PRICES 


bond, which had a spread of 
29 basis points over the five- 
year Treasury. This is gener- 
ous compared with other 
AAA-rated borrowers. 

ABBEY NATIONAL broke 
new ground with a 3100 m 
zero-coupon bond linked to 
returns in the US high-yield 
market The three-year deal, 
lead managed by Merrill 
Lynch, will redeem at par 
plus 80 per cent of the aver- 
age returns on the US high- 
yield index. 

Elsewhere, bankers were 
divided on the merits of the 
Sliftm bond issued by Spain 
last Friday. Tbe bond, priced 
to yield 38.5 basis points 
over the 10-year Treasury, 
bad widened marginally by 
last night. 
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yield curve, with tbe 10-year 
bond gaining A to 101% to 
yield 5.474 per cent 

At the short end, three- 
month Treasury bills weak- 
ened slightly to yield 5.12 per 
cent, while the one-year bill 
was unchanged. 

Mr Greenspan’s testimony 
will be his most detailed 
since February, and will pro- 
vide tbe market with valu- 
able ti+ f ni-mg +irtn on his atti- 
tude towards a monetary 
ti ghtening. However, few are 
expecting any significant 
change in direction. 

Trading volumes were 
weak, thanks in part to the 
holiday in Japan. Traders 
suggested the buying of 
longidated Treasuries was a 
reaction to price falls last 
week, and an attempt to bal- 
ance positions Qhpari of Mr 
Greenspan’s speech. 

UK GILTS opened lower 
on press reports over the 
weekend suggesting interest 
rates might have to be raised 
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With prices felling, yields 
an bands at tbe short end of 
the yield curve rose by up to 
G basis points in early trad- 
ing; while those at the lon- 
ger end rose by only about 
two basis points. The result 
was a further inversion of 
the yield curve. 

"Its all about nervousness 
ahead of tbe August [Bank 
of England Interest rate] 
meeting. Whenever we get 
strongish data, well see the 
short end underperform," 
said Jonathan Loynes, UK 
economist at HSBC. 

The September 10 -year gilt 
fixture settled 0.17 lower at 
108.45 in modest trading vol- 
ume of 26,000 contracts. In 
the cash market, the spread 
between the benchmark gilt 
and bund contracts widened 
by two basis points from Fri- 
day’s close to 127 points. 

UK . data expected this 
week include retail sales fig- 
ures tomorrow and second- 
quarter gross domestic prod- 
uct statistics cm Friday. 


GDP is expected to show a 
QJ5 per cent rise since the 
previous quarter. The ser- 
vice sector element , of- the 
data is Hkely to came under - 
extra scrutiny by the Bank’s 
nine-member monetary pol- 
icy committee, which voted 
by eight votes to one to keep 
rates on hold when it last 
convened. 

GERMAN BUNDS were 
helped to a higher dose by 
firmer US Treasuries after a 
day of otherwise dull trad- 
ing. with the market braced 
for a stew of economic data 
lata: this week. 

The September 10-year' 
bund future settled 0.10 
points higher at I0&34 in 
meagre volume of 185,000 
contracts traded in Frank- 
furt. 

Ger m a n money supply, the 
Ifo business confidence 

index and price data due 
week are likely to show that 
the economy remains on 
track for low-inflation 
growth, analysts said. 
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“Given the state of the dol- 
lar market, Spain was quite 
aggressively priced,” said 
one official. 

However, joint lead man- 
ager Salomon Brothers said 
mare ttum io central banks 
bad bought the bond, includ- 
ing six from Asia. 


“A lot of hanks wanted to 
win this deal. One even bid 
for a re-offer spread of 38 
basis points," said a Salo- 
mon official. 

The three- tranche high- 

yield bond issue on Friday 
by Orange, the UK mobile 
phone company, has tight- 


ened by 5 to 7 basis points 
according to Goldman Sachs, 
li gy r ^ manager. 

The $S45m, £200m and 
EHOQm 20-year Issue was the 
first high-yield bond from a 
FTSE 100 company and the 
largest to date in the Euro- 
pean high-yield sector. 
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European companies could 
spend a- rising proportion of 
their surplus cash in buying 
back shares over - the next 
three years os legislation | 
maims the practice more fis- , 
caHy at tr a ct i v e, according to i 
Salomon Smith Barney, the j 
inveainent bank. - 

The bank says a climate of 
restrained dividend payouts, 
low «»pttai expenditure an| i 
corporate restructuring ; 
means -European companies 
will see their cash piles rise, 
and many are likely to focus 

on returning some- of the 
surplus to sharehcriders. 

European governments are 
reviewing legislation an bay- 
backs, which have not been 
allowed In some countries 
until recently. Changes are 
afoot In France and Ger- 
many. while tax rules are 
being reviewed elsewhere. . 

“If recent US expoieacels 
anything to go by, buy-becks 
could become a significant 
part of the -European invest- 
ment landscape,” the Salo- 
mon report says. It is likely 
these wID be restricted to OO 
per cent of a company's out- 
standing equity. 

US companies returned 
more than JiOOtan to share- 
holders through buy-backs 
in 1997, 82 per cent more 
than in 1996, compared with 
a rise of 5 par cat in divi- 
dends. 

“Almost as much cash was 
returned to US shareholders 
through buy-backs as divi- 
dends, .whDe the equivalent 
proportion in -Europe is cur- 
rently well below 10 per 
cent," tbe bank says. 

Salomon identifies bank- 
ing, fog iiT Sm y and rfu+mirailB 
as the sectors with the stron- 
gest potential Ear buy-backs 
because of low growth pros- 
pects and increasing free 
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Options business on San 
Francisco’s - Pacific 
Exchange, which is in 
merger talks- with the Chi- 
cago - Board Options 
Tfrrr fo an g p _ reached a record 
i.8m contracts' last week, 

Iazgely : due to interest and. 
volatility in technology 
stocks. 

Options business in Micro- 
soft and Compaq C omput er, 
both of which reposted earn- 
ings last week, accoun t ed far 
about 40 per cent of con- 
tracts traded but ft was a 
reminder of the Pacific mar- 
ket’s bias and the benefits 
its business could bring to 
any partner. 

Neither Pacific. Che third 
largest options exchange in 
the US, nor CBOE. the larg- 
est, is commenting on the 
merger talks. However, fee- 
tors that have dominated the 
spate of recent exchange 
links certain to resur- 
face at the Pacific 
Exchange's July board/plan- 
ning meeting this week. 

First, technology. Like 
CBOE, Pacific has intro- 
duced automation, and more 
than Sp per cent of its equi- 
ties business feeds electroni- 
cally into its two floors in 
Los Angeles and San Fran- 
cisco. On the options side, 
the figure is around 20 per 
cat, compared with 80 per 
cat at CBOE: 

However, Pacific will take 
a big step forward later this 
year when it becomes the 
first exchange to use the 
much-vaunted Optimark 
trading system^ 

This, fike other, electronic 
systems, is a trade-matching 
system but Optimaric claims 
to be pushing the technology 
much farther - allowing, for 
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example, more sophisticated 
order input involving a. 
range of prices and order 
sizes and promising more 
customer anonymity.. 

The CBOE is also inter- 
ested in Optimark, once (he 
software has been tailored to 
options, a? opposed to equi- 
ties, trading.. 

Some . traders have 

suggested the OBOE'S inter- 
est lies with Pacific’s options 
business ■- raising; the ques- 
tion of whether the equities 
operations Vwigfrrf be spun off 
fi the merger la pursued. 

Alternatively, the equity 
division could -form its own 
links- with other regional 
exchanges - such as the 
floor-less ' Cincinnati 
exchange, in which CBOE 
b«s a stake - or even with 
Nasdaq, which might wel- 
come a West ‘Coast presence. 

A second issue Is what 
physical facilities the West 
Coast institution might 
need. Pacific, which dates 
hack lie years, has been 
looking for a new home, hav- 
ing outgrown its base in San 
Francisco’s Fine Street. 

Planning centres around a 
new 17-storey project in the 
South of Market neighbour- 
hood. if trading floors were 
included, this could cost 
around say. 

It is unclear how much 
that sort of financial com- 
mitment might play in the 
merger talks. The CBOE has 
acknowledged that Pacific 
members want to remain In 
California. 

The West Coast exchange 
has -said it will consider 
alternatives to its project but 
Dale Carlson, a Pacific 
vice-president, stresses: 
“One way or another, the 
Pacific Exchange need new 
facilities in San Francisco.” 
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CURRENCIES & MONEY 


D-Mark advances on 



loan talks 
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MARIETSR&ORT 

By Richard Adams 

The D-Mark rose at the 
expense of the US dollar on 
foreign exchange markets 
yesterday, buoyed by opti- 
nolmn over an impending 
decision for international 
loans to Russia. 

The International Mone- 
tary Fund’s board met to ffis- 
cuss the first tranche of its 

financ ial package. Expecta- 
tions that a loan of $5.6bn 
WtU be approved helped the 
D-Mark move to its strongest 
levels against the dollar in 
six weeks, and to a five-week 
high against sterling in early 
trading in Europe. 

The dollar's weakness fol- 
lowed last week's US figures 
showing the third consecu- 
tive month of a ballooning 
trade deficit. Its economy 
has now recorded a $165bn 
deficit in the last 12 months. 

‘ “The US authorities may 
hot actively seek a w eaker 
tJS dollar versus the D-Mark, 


but they are unlikely to 
actively resist weakness 
when the market haika at 
the combination of a slowing 
US economy and an acceler- 
ating current account defi- 
cit,” said Avinash Persand at 
JP. Morgan in 7 nnAnn 

The D-Mark plnpri ahnnct 
a pfennig against the dollar, 
strengthening from DM1.788 
at dose of trading in London 
on Friday, to DML773 yester- 
day. Analysts said a positive 
de ci si o n by the IMF could 
see the D-Mark moving 
towards DML7580. the year’s 
low for thfi dollar. 

The rinQar Tnnrlrot aw&itS 
Humphrey- Haw king senate 
testimony by Alan Green- 
span, the chai rman of the 
Federal Reserve, who is 
e xpect e d to take a name neu- 
tral line on monetary policy. 
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Sterling recovered from its 
early weakness against the 
D-Mark when it touched 
DM2.925, and ended the day 
ljttle chang ed at DM3 039- 

■ Analysis by Goldman 
Sachs' foreign exchange sec- 
tion has found that the 
recent behaviour of sterling 
against file D-Mark, yen and 
dollar has been “completely 
dominated" by perceptions 
concerning ti» direction of 
the wank of England’s mone- 
tary policy. 

Since the start of this year, 
for example, a 10 basis point 
increase in the short sterling 
slope has been associated 
with a 130 bass point appre- 
ciation of sterling against 
the yen. “Interestingly, nei- 
ther chang es in the etXTO- 
mark nor eurodollar curve 
have had a statistically sig- 
nificant impact on the corre- 
sponding {sterling] exchange 
rate once we control for the 
co ntem poraneous movement 
in short sterling," Goldmans 

asM 



“Looking ahead, if the UK 
economy does experience a 
so-called hard landing and 
the BoE is provoked to ease 
monetary policy later this 
year, then we would expect 
that [sterling] would rapidly 
depreciate.” 

■ In prm^TpTyc markets, the 
South African rand suffered 
another bout of weakness. 
Moody’s Investor Service 


warned late last week of a 
possible downgrade to South 
Africa's foreign currency 
debt rating, and in trading 
yesterday the rand fell to 
RB.40 against the dollar, its 
lowest for two weeks. 

The rand rallied after the 
central bank adjusted its key 
short term interest rate 
higher. But a larlc of confi- 
dence before tomorrow’s par- 
liamentary debate on the 
rand’s recent crisis kept it 
below Friday’s close. 

The Polish zloty strength- 
ened further, despite last 
week's interest rate cut The 
zloty was fixed at a record 
8.7 per cent above its 
weighted currency basket’s 
target parity. 
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■ The dollar’s performance 
yesterday was not helped by 
comments from Fred Bergs- 
ten, head of the Institute for 
Internationa] Economics in 
Washington, in a German 
newspaper. 

Mr Bergsten told Sued- 
deutsche Zeitung that a real- 
istic exchange rate for the 
dollar against the D-Mark 

would be about DM1.60, or 
around 18 pfennig below its 
trading level. 

“An exchange rate of 
about 1.60 D-Marks seems 
more realistic than the pres- 
ent rate." Mr Bergsten said. 
He expects growth in the US 
to gink considerably in the 
second half of this year, and 
that the weakness could lead 
to a recession. That problem 
will be compounded by a 
trade deficit that could end 
above S3O0bn by the end of 
1998. he said. 

Mr Bergsten predicted the 
exchange rate between the 
euro and dollar will be more 
volatile than the dollar/D- 
Mark rate. 
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Brown Brothers Harrjman &. Co. 

PRIVATE BANKERS 



Businass Estabfched 1810 

NEW YORK BOSTON PHILADELPHIA CHICAGO LOS ANGELES 
DALLAS NAPLES PALM BEACH CHARLOTTE 

LONDON DLJBUN LUXEMBOURG ZURICH 
TOKYO HONG KONG GRAND CAYMAN 

STATEMENT OF CONDITION. JUNE 30. 1998 

ASSETS 

Cash and Due from Banks S 317.6S5.946 

U.S. Government Secundas 

Direct and Guaranteed 1 52,390.01 1 

State and Municipal Securities 82.575.913 

Federal Funds Sold and 

Searifos ftrehased Under Agreement; to Reeel 272,333,985 

Loans and Discounts 1,139.918,611 

Trading Assets 73,117,690 

Customers' Uatjjfty on Acceptances 14.925,652 

Interest and Other Receivables 62,829,321 

Premises end Equipment, Nat 44,905,396 

Other Assets 15,400,292 

$2,176,092.999 

LIABILITIES 

Depoeite $1,756,287,027 

Federal Funds Purchased and Securities 

Sold Under Agreement to Repurchase 38,320.000 

Trading LiabOties 7B.B82.B33 

Acceptances: Leas AmourC in Portfa&o 14,925.652 

Accrued Expanse s 48,274,109 

Other Liabilities 49.623,578 

Capita! $ 60.000.000 

Surplus 130,000,000 190,000,000 

$2.176,092.999 


PARTNERS 
Peter B. Bartlett 
Brian A. Berris 
John J. Borland 
Douglas A. Donahue. Jr. 
Anthony T. Enders 
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T M. 

John A. 
aridge T. Gerry. Jr. 

Kristen E Gfamiaso 
Robert R. Go kid 

LIMITED PARTNERS 
J. Eugene Bonks 
Waiter H. Brown 
Wiliam R. Driver, Jr. 

F erdinan d CoBoredo-M&nsfeid 


HasKmoto 
i T. Herndon 
London Hifard 
Radford W. Ktotz 
Mchael Kraynak, Jr. 

Susan C. Livingston 
T. Michael Long 
Hampton S. Lynch, Jr. 
MchaeJ W. McComefi 
Wfan H. Moora Ifl 
Donald B. Muphy 

BbndgsT. Gerry 
John C. Hanson 
Frank W. Hoch 

Robert E Hunter. Jr. 


John A. NreJsen 
Eugene C. Ramis 
A Heaton Robertson 
Jeffrey A. Schoenfeld 
BeokJey R Towles 
Andrew J. F. Tucker 
Lawrence C. Tucker 
Maarten van Henael 

Dougfas C. Walker 
Loiranca F. Whittamore 
Richard H. Witmar, Ir. 


R. L Ireland II 
WBSem F. Ray 
L Parks Shipley 


Kata Irriand 


COMPLETE BANKING FACILITIES AND INVESTMBMT SERVICES 
Daposit Accounts • Commercial Loans and Discounts 
Comm er cial Letters of Credit and A cceptances ■ Foreign Btrfienga 
Domestic and-kkemabonal Corporace financial Cnns^ig 
Merger end Acqueibon Services 
rartai Custody of Sacund&s 

Domestic and mtemabonal kwestmax Advisory Services 

hstitricnel kneaxnent Savices 

Personal Fiiancial Senricas 

Brokers for Pirchase and Sale of Securities 

Members of Princi pal Stock Exchanges 

Fiduciary servos are pnwideil through Brow freahera Hamman Trust Company, Nan Ybr*. Brow 
a - o the rt Harranan Trust Company of Florida, Naples and Pabn Beach. Brom Brnthnra Hannan Trust 
Company d Taae, Dotes, end Brown Bahai Hamman Trust Canyany (Cgtnan] United. 
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COPPER LOWER PRICES PROMPT CLOSURES 

Fears of 

oversupply 

unfounded 


By Imogen Marie 
ta SantLgo 

Forecasts of a substantial 

over -supply in world copper 
markets have not material- 
ised but the market has yet 
to take account of that fact, 
according to Marcos r.ima . 
CEO at Codelco, the 
state copper company and 
the world's biggest producer. 

“At the end of 1997 traders 
were talking of up to lm 
tonnes in additional output 
during 199&, from new mines 

and planned expansions. But 
what we’ve been seeing in 
the past few months is an 
industry response to the 
lower price that has reduced 
the forecast gap between 
supply and demand very 
substantially.” Mr Lima said. 

Codelco s Initial estimates 
were for a surplus in the 
order of 300.000 tonnes this 
year. But it now sees a mar- 
ket which is closer to equi- 
librium. 

Codelco estimates a hypo- 
thetical surplus of no more 
than 120,000 tonnes, “and 
that can disappear very 
quickly with only slight vari- 
ations in demand, or further 
cutbacks or mine expansion 
postponements on the sup- 
ply side”, according to Mr 
T.lma 

Codelco estimates that clo- 
sures will cut 261,000 tonnes 
from global mine output this 
year. There have been per- 
manent shutdowns In the 
Philippines. Australia. Can- 
ada and Peru, taking oat 

55.000 tnnn«- 

Temporary closures in 

Chile, the US, Peru. Nami- 
bia, Zambia and Turkey, 
account for the rest 

Supply from secondary 
sources (scrap) will also be 
down by an estimated 

200.000 tonnes this year 
because the scrap market is 
particularly pricesensitive. 


COMMODITIES & AGR ICULT URE 

News of Iraqi exports hits oil 
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In addition, several new 
projects or mine expansions 
have been postponed. 

Codelco, for example, is 
bolding back on a 100,000 
tonne expansion at its new 
Radomlro TOmic mine. 

Output at Chuquicamata, 
its biggest min e, will be 
down by 25,000-30.000 tonnes 
this year to about 650,000 
tonnes. 

The other factor which 
Codelco believes has not 
been taken into account by 
the market is the real level 
of demand. 

The impact of the eco- 
nomic crisis in Asia has 
reduced consumption in that 
region, excluding China, by 

162.000 tonnes, from 3.7m 
tonnes of refined capper in 
1997 to 3.5m tonnes this 
year. However, Codelco 
expects a recovery to 1997 
levels in 1999. 

On the other hand, 
demand in North America is 
up by an estimated 220,000 
tonnes this year, and in 
Europe by 136,000 tonnes. 

Latin America shonld 
account for an additional 

44.000 tonnes of new 
dpirinnri 

Total new demand thus 
more than compensates for 
the fail in Asian markets, 
Codelco says. 

The real balance between 
supply and demand is 
reflected. Mr Lima said, in 
the level of stocks, which are 
relatively low, and in the 
current high premiums on 
high-quality cathodes, both 
of which indicate a tight 
market 

London Metal Exchange 
stocks have fallen so hr tola 
year, from a peak of 480,000 
tonnes in February to 305.000 
tonnes at end-June. 

“The only explanation for 
the current low copper price 
is a speculative bubble," Mr 
Lima said. 


MARK^R^ORT 
By Gary Mead 

Ofl markets were gloomy on 
news that Iraq bad sched- 
uled an average of i.78zn bar- 
rels a day of crude oil for 
export in August The figure 
is s tightly down from July's 
15m b/d but stai far above 
the 1-fan b/d previously con- 
sidered the country’s capac- 
ity ceiling. 

This counterbalanced 
reports that Saudi Arabia, 
Iran. Qatar and the United 
Arab Emirates had notified 

Foreign 
traders 
sought for 
pepper 

By Kimat Bose la Kochi 

The Indian government is 
funding a promotional cam- 
paign by the India Pepper 
and Spice Trade Association 
to recruit foreign trading 
houses as members of the 
International Pepper and 
Futures Exchange. 

V. Jayashankar, chairman 
of the Spices Board, said the 
government was paying for 
an EPSTA team to visit the 
big pepper producing and 
exporting countries “to mar- 
ket the futures exchange". 

The IPFE was launched in 
November last year, but has 
yet to sign up a foreign trad- 
ing bouse. “The volume of 
business at the exchange, 
now nothing to talk about, 
will rise when foreign trad- 
ers start operating." said T. 
Vidyasagar, president of 
IPSTA. 

The fledgling exchange 
has been hit by the crisis in 
Asia. Trading houses in 
Indonesia, Malaysia. Viet- 
nam and Thailand, which 
together account for nearly 
45 per cent of the world 
black pepper production, do 
not seem ready to join the 
exchange. Even traders in 


customers of reductions in 
output, in line with the 
recent agreement by the 
Organisation of Petroleum 
Exporting Countries to cut 
production In an effort to 
boost prices. . 

Further depressing prices 
was the downward revision 
by Opec of its forecast for 
world crude demand in 1998, 
by 0.22m b/d to 7442m b/d. 

On the International 
Petroleum Exchange in Lon- 
don, Brent crude for Septem- 
ber was $12.74 a banel in 

late trading, compared with 
Friday's close of $1Z80. 


Further confusion 
descended over the recently- 
vexed issue of Russian palla- 
dium and platinum exports, 
as Sergei Kyshtymov, head 

of the precious metals 
department of the Russian 
central bank, said Presided 
Baris Yeltsin was expected 
to sign a decree soon to per- 
mit-commercial banks, to 
export platinum without 
restriction, but that exports 
of other platinum group met- 
als would, still be limited by 
quota. 

“The draft of the decree 
says that everybody can 


have a licence to export plat- 
inum, but: other metal 
exports should be limited by 
quotas. However, at the first 
stage platinum exports can 
be Ignited by quotas too,’' 
Mr Kyshtymov told Renters. , 
The London : Metal ] 
Exchange was slightly more 
lively than of late, with 
three-month copper ending 
$18 higher at $1,717 a tonne, 
because of renewed interest 
from investment • . funds. 
Nickel gained $95 to finish at 
$4475 a tonne and alumin- 
ium finished at $1,371 a 
tonne, $2L50 higher. 
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High prices fbSowing a poor fadtan crop are keeping trading volumes tow on the ex ch ange 


Singapore, a big centre for 
re-exporting pepper, have 
yet to show an interest 

India is the largest pro- 
ducer and exporter of pep- 
per, and, according to trade 
officials, hi gh prices follow- 
ing a setback in the Indian 
crop this year are keeping 
IPFE trading volumes low. 

Another factor holding 
back the exchange is that 
trading is only in rupees. 

“IPSTA’s task of getting 
foreign trading houses to 
take membership of the 
exchange will became easier 
if dollar-denominated trad- 
ing is allowed by the govern- 
ment They are ready to take 


trading risks, but not the 
currency fluctuation risk. 
The message from the gov- 
ernment is that quotes in 
dollars will have to await 
the full convertibility of the 
Indian currency,” Mr Vidyas- 
agar said. 

McCormick of the US. Aus- 
tralia’s Bums FMp and Man 
Producten of the Nether- 
lands are already trading at 
the gvchang p through Indian 
joint ventures. 

IPSTA said a membership 
of about ISO would give 
“trading volumes and the 
desired level of liquidity". 
The exchange currently has 
64 domestic membss. 


“I'm not worried at all. , 
The exchange is not even a 
year old. It took the palm oil 
exchange in Malaysia 10 
years to take off. What mat- 
ters Is the exchange has the 
fan harking of tiie Interna- 
tional Pepper Community 
and UNCTAD.” said Mr 
Vidyasagar. * ; 

Mr Jayashankar said: “The 
government will Introduce . 
fu t u res trading in a number 
of other spices, including 
turmeric /nfl ginger, at the 
appropriate time. In all 
cases, the beginning win be I 
made with domestic futu re s : 
contracts. International con-. , 
tracts win follow." .. 
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a ustbianmin i hg 

Full inquiry promised into 
cave-in at talc facility 

Viktor Kftna. Austrfa’s: chancellor, yoriwtiay ptomteed a M j 

Inquiry otto his courtly's worst mWng disaster for mare than ; 
50 yeas,' whfcft'bas left Bttiehope for 11 nw trappeduodefr 
ground. Ten of. them are employed by RtoTmta, theAigto , 
Australian groupthat fefoe worid's b^estntWng group. Rta * 
saW ft would oonductrts own Inquiry Into the cayrertaqnFrt- ; 
day at fts talc mine In th* Alpine vitofla of Lasslna..200wn 

south-west of Vienna. ■ r- ‘ 

Rio said further rescue efforts were oortinulng. ^van 
though experts on site conakter that Ifttte hope remains of > 
finding the men a»va\ Chancellor Kflma also pledged that tbe . ; ■ 
operation would continue until .the fate of those trapped had 

been estabBshed. v , 

Rlasald; initially, foal one miner was trapped by mud in a 

gaBerySOm betaw ground on Friday afternoon. He was unfr>- - 

k«ed and remained to cxxiiactwHh pee^e on foe 

With Austrian Ministry of fifties representatives and em er- _ . 

. gency services In attendance, a mine rescue team constetlng 

of nine Rio employees and one who worked fair 'a pumping - 
company went underground. A second, more serious, rnuef 
Inundation occurred, happing aB .1 1 men.' 

Heavy pumping equipment was betogined yesterday to 
reduce the water level in foe mine and heavy dr®ng *qu^>- 

mert had been moved in. Coiswefltog services wb» being 

provided to support fa mlfioa end colleagues of the managed [ 
between 24 and 47... *' 

The mine last year produced 38,000 toraies of talCi a mate- ■ 
rial mainly used by foe paper, plastics, paint and ceramics 
industries. Kenneth Gooding . .. 

GOL D J JV -V . ; - 

Saudi Arabia to lift production 

Saudi Arabia plans to invest $98m to double its production of 
gold, which in 1997 was seven tomes, by 2001, according to 
AbdaBaft aK3abbagh. president of Maaefin. foe state-owned 
Saudi Arabian Mining company. 

He said foe current low price of goto - which touched an 
18-year low of S27B a troy ounce to January, though yester- 
day’s London afternoon fix” was $29485 - was encouraging 
tor Maadto because it-wastadng restructuring in foe world's 
gold mining mdustry. “By the time we startproducing^at the 
new mfriesj lii;18 months to two years, f assume foat the 

price of gcrtd wtn be up,” he added. ' - 
Maadtn runs Saudi Arabia’s largest mine, Mahd adh-Oha- 
hab, whidt produces 170 J)00 ounces of gold a year, and h8s 
a 50 per coot stake ^to foe Sulfosybarm goto nfrtne,-wlfo pro- . 
duction of 90,000 ounces. Production Is, due to tocreaaa at ; 
both these mines, and two start-ups are planned. 

to Dubai, however . the gold processing. industry has been ... . . 
bady hit by India's decision to Kreraflse its gold market, by 
licensing some banks and agendas to buy gold efirectiy from ‘ 
source. In foe first six months of this yea 1 . -gold -imports fad 20 ' 
per cent, to some 244 tomes from 307 tomas in the first half ,j 
of 1997 (which however was also a record yeSrfor Dubai's 
gold-processing industry. • ••• 

Dubai has long been the biggest transhipment point for 

gold to. India; in 1997 some 80 per bent of foe 660 tormee _ 
Imported by Dbbai was re-exported to India. Reuters .' ' ' ' ' ' 
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AM Oflkbl 

S35-G 

S36-7 

Kerb dose 


535-6 

Open tot 

Wk 


Triri atay brow 

8565 


■ ««a(S ptr tone) 



Oraa 

<395-400 

445540 

frwttta 

4320-25 

4360-85 

MgMaw 


4480/4350 

AM Ott* 

4330-40 

4400-10 

Kerti ebre 


4475-60 

QMD tot 

ota 


Tdri Of Haw 

13/44 


■ in (Spa Hoe) 



Ctose 

5710-20 

5520-30 

Previous 

5640-50 

5500-10 

WgMm 


554OS510 

AM onclri 

5670-90 

5500-20 



sou 

Day* 




Qpm 



prim 

ctnreoa 

■to 

km 

M 

tat 


Jri 

2962 

+1.7 

_ 

_ 


_ 

Jri 

teg 

296.7 

+1S 

2969 

2949 

10979 

75/56 

Sap 

Oct 

2966 

+1S 

298.0 

283.1 

996 

7,971 

Mur 

Dae 

301 J) 

+1S 

3012 

2994 

709 

24/59 

Jm 

M> 

3028 

+18 

X2J 

3027 

517 

13/63 

Mr 

AW 

3047 

+1/ 

3042 

3042 

18 

8,426 

Total 

Total 





M/H171/38 

mm 

■ Pl/IBriNB NYMX SO T(Hf re; Srtraf (H.) 


Jri 

JM 

3966 

-5L4 

4060 

4059 

14 

440 

Sta 

Oct 

393.6 

-5.4 

ran 

3939 

1/82 

9,735 

Dae 

Jao 

3926 

-5.4 

3949 

3949 

37 

BG2 

Mar 

Apr 

391S 

-54 

3839 

3930 

20 

23 

»y 

Total 





1/58 

w/re 

Jri 

■ PAUAOMI KKX (100 Tof ta; Sttof ozj 


TOW 


Keit» dose 

Open I* nft 

Total Mr mam 6,118 

■ 2WC, wwWHgfc 


Oreo 

1047.5-89 

1071-2 

Preitota 

10*5-47 

1068-70 

WgMow 


107671068 

AMOOklal 

1048-489 

1073-7X5 

Kart ckor 


1072-3 

Opon Ire 

nta 


Total dal) mum 

24,188 


m tmo. gate A (S pre ana) 


Ctoaa 

1688-9 

1718-7 

Prowa 

16709-719 

1689-90 

HVAftr 


172871688 

AM OCIdri 

18909-94 

1712-13 

tort don 


1716-7 

Open It 

nta 


Tata 4aar trenarer 

60332 


■ U*E Ml OOdri VS rets: 1/466 


tree Do** w mm ish 



spec 1 ttn 3 nta 1SJ98 BMC ISM fl «*c UM1 



San oqm 




Qpn 


pfa> dretea 

■to 

Lore 

W 

W 

Jri 

7840 +1S5 

78.70 

7740 

310 

1.465 

tore 

78.70 +2.00 

7BJC 

77/Q 

168 

2920 

fa 

19/5 +200 

79.39 

fTJM 

7/70 22935 

Ort 

79.10 +200 

7890 

7830 

10 

2,074 

Use 

79.15 +1/5 

78/0 

78.60 

73 

1938 

Dae 

7930 +1/0 

7990 

76.10 

820 14,156 

Treri 




9930 90/15 

PRECIOUS METALS 



■ UtaDOH B0UMM MAMET 




pita* irM Oy N M MaritaD 





Intasi Dqra 



OpBOl 


to* 

dreofa 

■to 

Lore 

M to* 

Sfa 

1270 

-tt 10 

1268 

1264 14.546 102* 

Oct 

1306 

-0.18 

1215 

1200 

2534 31/79 

Nor 

1043 

-013 

1250 

Ufa 

1945 15/43 

Oac 

1172 

-0.13 

13/0 

1270 

2370 37956 

Jm 

1296 

-010 

14/0 

1232 

881 24/84 

rm 

1420 

-0/5 

1420 

14 U 

ISO 18.662 

Total 





■ta nta 

■ HEA7RK (XL IRtoEX (42000 OS gafe: cUS/afe) 


latart Oafs 



fatal 


prtd dMQi Wah 

Low 

Trt tot 

te 

3745 

-003 

37/0 

37.10 12034 36227 

fa 

3270 

-0.17 

3915 

3890 

7,447 36779 

ore 

4Q1S 

-0.02 

4045 

30/S 

736 179*5 

Bar 

41.80 

-0/2 

4U5 

4130 

I960 15/20 

Dae 

4305 

♦008 

4320 

42/0 

957 2SZ55 

Jan 

4415 

+0.18 

4420 

4285 

489 22934 

Total 





22IW20</4B 

■ MKKStare) 




Salt 

fan 



Opaa 


pries 


IBrti 

Ires 

w tot 


11500 

-1.75 115.75 11450 

4933 36702 

*fa 

11629 

-225 11225 11825 

2/57 21,161 

Oet 

12275 

-190 12390 12250 

923 18.949 

Mr 

12250 

-190 126.75 12625 

7S5 12952 

Ore: 

130/0 

-ISO 13090 12990 

1/30 37909 

Jka 

13250 

-r M 13250 13200 

«S 11985 


SeMUMrs} 5 pi a tap* Sfratatr 

am 29UO-29530 

OpHtag 2BUS29CO 

Monks b 2 9W5 T7B.06* <*1575 

JUtamoon fix 294J5 17X936 441363 

W 2B95-295S 

Dar'iUM susmn 

Pmkwctow SfflSMMJO 

IM Lb MW BOU Lvtas fata US# 

1 none 4.72 6 anres 407 

!MHI ~4S ttWBbe 3 SB 

3 ncBtte .452 

Stan ffe pM|F (H- US eta eqota. 

SM 


tow usanesM 

■ HiuwwLwsit(ijnDtaeMas«»pr»«e 

Sag affiO -O.I TO iSTO 9 320 730 £050 

a* 9.730 -0570 9S00 9.710 240 1S35 

TDM JfiB 249B 

■jjggwLjreMBCtgjMtatagoswiteq 

tatal n^» Ofm 

P*» flhngB Urn M 

M| 2.110-0.055 2205 2090 2SS4S 36SS3 

Sm 2120 -0054 2220 2105 11:643 26.095 

Oct 2140 -1055 22*0 2130 5300 2T.430 

Mbt 2370 -flUOO 2445 2360 22B1 1X547 

Dec 2590 -0.015 ZS45 2580 33*3 20748 

*■ 2650-0015 2700 2640 2973 22741 

57JIS46277 


1 nreoBi 

275 6H3nH- 

290 

Mat 

2 areaBa 

3 arenas 

240 12 marts . 

220 

— — —220 

oet 

god Coins 

stow 

e a*. 

Ho* 

toogarent 

292-296 

177-179 

Dae 

Mare SnareiBa 

67-71 

41-43 

Jm 

Trial 


WMSt (4ZJ00 US paOfc.; c/US sWa) 

UK Bij* Open 

price ctap H* lm WS tat 

V 4425 -056 «S5 4*35 11.072 3*390 

V 4435 -060 4UD 4475 7561 30442 

1 4455 -047 4490 4455 2253 8373 

m 4150 - 4630 4550 312 4510 

c 4550 -0.15 4570 4535 177 5006 

a 4810 -0.10 46.10 4530 25 1348 

taj 31*01 W473 


■ WBJ LtfFE <100 1»—4 3 per tawtat 
SeK t*fi . 


Stp 33736 -130 34630 33400 113 3331 

Dec 324.05 -020 330.00 32S30 12 1303 

Un 31905 -020 - 27aM - 21 

Total 126 4X5 

■ SOWS CBB1I53M Tier mca»w»ict 

M 5441 +103 5413 5*00 <8 199 

Sta> 5*73 +9.7 5473 S37S 6393 43342 

OK 5513 +S7 S520 5423 979 23338 

Jn 5637 +9.7 - - - 26 

Mn 5S*.7 +97 5520 5613 134 3.486 

MW 5662 +9.7 - - 250 1386 

IMS 5055 80,128 

ENERGY 

■ CaatK oaHWEX (1.000 tenata Sftawo 

inert Dafi Open 

price dMige Hgh In W U 

tag 1177 -021 1430 1331 54.187 37381 

Sep 1410 -020 1423 11® 52517 1153k 

Oct 1442 -0.16 1460 1424 8366 50375 

Rev 14.75 -039 I486 1469 6293 29*88 

Bee 15.08 -332 15.15 1500 522* *8361 

Jk 1523 -402 162* 1529 2260 29205 

TOM 138301*76380 

EoartpflHJrt) 


I rte ctanoe Ifab In* Vta tat 

Jrt 75.00 - 7526 75.00 84 43 

Sep 7120 -040 - - - 180 

M9* 7320 -040 7400 7320 64 3219 

Jn 7520 -040 7550 7529 60 1276 

Mr 773D -040 77M 77.40 - 746 

Total or m>7 

■ 1ME>TC8reJ00tallM;w4a«WlB4^ 

M 28830 +230 28930 26630 2* 329 

S(V 275.75 +230 27720 27250 4310 47296 

DK 29020 +1.75 29220 28825 7257 5153* 

Mr 30425 +125 30520 30230 2,121 17300 

He? 31020 +020 31220 31030 37 2295 

Jrt 32020 +020 32230 32000 328 4156 

TOW H577 122187 

■ Miff car pjootaiowaniaab tut* 

M 23230 -100 23230 22930 1372 1,455 
Sep 23225 -475 23330 230® 13377 M290 
Dee 23625 -630 23725 23150 37,445152300 
Mn 2*625 -529 2*7.® 2*150 2317 29,782 

Mr 25279 -5.00 2532S S050 264 5,175 

Jul 25725 -530 2S730 25450 506 11311 

Total 56228 233387 

■ BAU£r UR* (tOO tang; £ p» imw) 


ten 

8925 

-625 

- 

- 

- 

34 

too* 

7290 

-025 

7250 

7290 

1 

1/12 

Jan 

7490 

-C25 

74.75 

74.75 

6 

248 

Hr 

7650 

-025 

7675 

76.75 

1 

« 

MS» 

Total 

77.90 

-025 

- 

“ 

8 

18 

Ifal 


■ scYABEaascarsjcobcafcCTBtegMihBM* 

Hi E5425 -1125 65550 64930 506 883 

tag 625.76 -1650 83230 62230 17229 Z7327 

Sep 56250 -2150 60430 96630 4596 13334 

Mr 58225 -21.75 59230 57730 51703 70403 

Jn 59050 -2230 601.00 SB730 1.471 409 

Mar 80000-2130 60150 59630 756 629* 

Total 7V72T322M 

■ SOTMOU* re. C8T (SOQOOfcr mnH.'ai 

Jd 2412 -a 49 2458 2430 223 839 

4u| 2420 -039 2447 2412 63*1 29/36 

Sap 2458 -4.47 2457 2424 5507 22418 

Oct 2449 -044 3*30 2440 1306 112*8 

Dee 2468 -443 2496 2459 8486 37270 

Jan 2465 -443 2495 2460 350 3570 

Total 233)7114378 

■ WYMBW WBU. C8T pm tare; Pm 

M 1941 +03 1945 U6.0 2359 1144 

M| 109.4 -13 168.7 1855 10.118 213S3 

Sp 159.7 -55 161.4 1573 33*8 19365 

Ott 1555 -62 1603 1525 2478 182*5 

Deo 1583 -8.1 1963 1545 H374 48.134 


Jm 

1561 

-60 

1567 1560 

1.131 

6982 

trial 




34JB122BU 

■ POTATOES LfffE (20 arenas; t par km) 


Nor 

77/ 

- 

_ _ 

- 


Har 

106/ 

- 

- - 

- 

- 

Apr 

146B 

-1/ 

149/ 1432 

146 

1/47 

n*y 

155/ 

-1/ 

— re. 

— 


Jm 

165/ 

-1/ 

— — 

— 

— 

Trial 




148 

1 #r 


■ wgMffemguH^gafciptpetaQ 

M 870 +5 875 870 5 417 

ft* 860 +3 - - - 312 

Oct 969 — — — - 480 

Jn 1010 - 2B4 

Apr 1015 - - - - 260 

Tttrl 5 IMS 


PULP AND PAPER 

■ P9UBtOI«(USS;24atritolBat 


■ COCOA Utff (10 leaner; JMncaq . , ■ . 

SMt Oafs Opaa 

price daaga 9gtt Lear IM ' M 

Jri T058 . +1 1059 1056 12 « 

Sap 1091 +4 1095 1085 1,776 37,120 

OK 1121 +5 1124 1114 1309 41.411 

Hr 1145 +4 1147 1140 £319 37/40 

Map 1161 *4 1157 1156 1314.154 

Jri 1177 +4 1174 1174 2300 7360. 

Total 92W19US 

■ COCOA CSCE (IQ mnaei; 90—3 

Sep 1611 +7 1629 1610 *3» 24882 

B« 1950 +6 1666 1890 959 21,162 

■n 1691 +8 1705 1690 35* 12370 

■ay 1717 +7 1726 1720 56 4550 

Jri . 1740 +7 1748 T747 108 1,779 

Sap 1760+7 - - - 964 

Total 4298 743U 

■ COCOftfCCO) (SDffrtan^ ’ 

Jri 17 Mee Prat dn 

Dafljr 129420 1280J4 

■ COffff UFEgttPM; Sflasaj 

Jri 1536 -10 1545 1540 26 354 

Sep 1556 - 1565 1547 2333 21/37 

taw 1635 -8 1547 1580 794 8217 

JU 1519 -18 1S36 1610 193 1353 

H* 1505 -18 1515 1605 17 GS3 

May 1500 -20 1515 1516 - 215 

TOW 1387 32/62 

■ COffgTCSff (373009 k oaataW 

Jri 11230 +230 11240 10930 29 *9 

tap 10825 +1/5 10030 10630 33B 20,488 

On 108.10 +075 1093Q 10630 921 B.478 

Hr 10920 +06 11025 10920 175 4.151 

May 11045 +040 110.75 11675 130 1380 

Jri 11120 +ais 1U00 11230 48 1308 
Total 43« 383» 

■ CQHg QCOHUS CQtWpOBHfl 

Jri T7 Pm. tar 

Comp, (Mr 9479 9431 

15 dta anra 9657 96A1 

■ wraspawire cotnmNSflnnri 

Ott 257.1 +3/ 2583 2543 U»9 26/53 

Dae 2567 +33 2583 2S7J 509 4/31 

Mk 261.7 +22 2823 2593 291 6209 

Hay 2649 +22 - - - 1/S3 

Aag • 2674 +24 - - - 1287 

Oct - 2665 +25 - - - 385 

Trial 2/U a*3W 

■ saotaTi'cscenia/oMKcerttatao 

Hr 834 -032 938 932 275 S/11 

Oct 930 +035 9.12 69714299 90,795 

Mar 939 +034 930 638 1,161 36/70 

Hay 646 - 934 648 405 5370 

Jri 848 -031. 935 947 8114/94 

Oct 62 -032. 934 92 323 6/46 

TPW . 18/10146962 

ta tiilllW HU PUOOta; cantaflbri . 

Oct 7678 -12 7835 7675 1/75 6374 

Sac 7408 +12 7430 7330 6S29 '41,120 

■tar 7140 +142 7190 72 2 357 13375 

4 tay 74JJ0 +12 7430 7060 110 7,235 

Trial am 76135 

■ OBWWE JOICE HYff (1520*4 

JM 742 +12 7530 7425 175 3/2 

Sap 10635 -0.75 105 33 10600 784 16831 

taw 10690 -040 10930 10635 BB 4358 

JM 111.70 .-640 11600 11030 « 2/23 

Mar. 1142 -0/0 1132511330 7 1,511 

Hy 1172 -0.40 11728 1162 2 673 

JM1261 0-0401 165011656- 213 


MEAT AND LIVESTOCK 

■ IlWCKnff CH{4QJ00«rir<»*Wri \ ■■■ 

Sat oaf* ter 

- Price Unapt Opt Lm M tat 

51350-1300 62390 6T350 5/27 36304 

Ota 62350-0225 62 8» 61.700 1/08 2/9* 

Dae 86775-6775 64730 63450 1,109 12276 

Rta 65300-020 86250 2150 92) 5.422 

far 2300-0625 B7JSD 66300 256 Z2» 

Jem 65725-6506 68300 65,700 72 728 

TbM . 8/7* 16221 

■ LEW HDB8 CME (4030CStt; centaWa) . 

fap 46375-2300 51375 46375 6410 15J»5 
Ott 44175-1375 46. KO 43350 125 6721 
Dae 46350-1350 48300 44350 898 • 5/21 
Rta <6675-1275 50.158 46400 153 1/06 

far 46050-1/25 48300 46000 36 501 

Jm 56900-1300 97/75 56300 17 273 

Ttari «JZ7 34798 

■ POBt W1B CME (40300ta8rcaota'tati 

Jri 57350 -fl.150- 39300 57300 92 ' 295 

5220-0375 54300 51300 1,183 6254 
Rb 50250 - 51300 50200 90 189 

THI 1/91 3,751 


LONDON TRADED OPTIONS 


(9676) LME 

1350 

1400 

1450 

■ C0PPBI 
(Qnta/IUE 

1600 

1700 

1800 

■ corns LOTE 

1800 

1950 

1600 . . . — 

■ COCOA WE 

ton 

1075 

1100 


LONDON SPOT MARKETS 

■ CRBDE0*. TO (per Batt) ' -H 


-6H- 

— fata— 

S«*> 

Dae 

sre 

Ok 

41 

26 

78 

38 

19 

54 

90 

61 

7 

92 " 

32 

92 

3fa 

Dec 

Sep 

Dec 

124 

18 

155 

40 

60 

51 

97 

80 

23 

ns 

56 

137 

9ap 

Nor 

are 

NO* 

72 ' 

69 

17 

54 

44 

66 

39 

81 

28 

. a • 

73 

116 

San' 

Ok 

Sre 

Dec 

52 

S3 

11 

22 

34 - 

78 

18 

30 

21 . 

a 

30 

41 

are 

Oet 

Sre 

Oct 


BwrtOtaBd ptatad) 


' . Cl 137-1 36c -0255 
Sl2.12-Z.18 -022 

»Z72i76 -0355 

. C14.10-412X -0*1 

Epnawt datany CV pam|- 


sre 

Srit Bryta 

tatoo itrengi Oeh Lore 

44650 -7/0 44650 44650 

OPM 

IM tat 

ID 465 

on 

46600 -5.00 467/0 *©90 

3 240 

Tori 


SB - 600 


reruns vox 
m urn «■ qrw or 


Mtoor RAetstiS tram Matri BiHUr 
E unopoan tea marital. $ par pound in 
warehouse, uoiaaa cthanriaa atsriri past 
areal^B prices in badcats, when chtaigad). 
Antimony: 88656, 9 per lm, 1286 
1,340 (1 .300-1.340}. Btaanfli: mfn. 
9939*4, tome lots. 335455. CMtaTtans 
rein. 99.9598. cents a pound, 26-30. 
Cobalt: MB free marks, min. B93W. 
22-23 {22^23304 refei. 99314. 1830- 

19.00 11 a 80-1 9.40). Mercury: afti 
99LS91C, S par 76 (MW* teaX, 13S-U& 
Uetybdamns drummed mriyMto redd*, 
3.60-330. Sri ei tans min. 993%, 1/0- 

2.00 Tungatan am 40-52. VmKBuik 


: nm 04TA 

Open tatarert and Vataaw Ufa Mom lor cootracta 
kukri an 0HEX nB. COT. NVCE. CUE. CSCE 
vd K Crude 01 are oae dnr k tataara. Vttna 6 
Open Utareet totals ore tor ta badad aodfa. 


INDICES 

■ ■ataarepdKiawriMitq 

Jri 9 Jri 17 . oread agr yaaraga 

15453 15367 15441 18883 

■ CM Brine [Bare: 1967 - TOO} 

. Jri 17 Jri is areata ago jw apo 

211.40 20694 - ’ - 

■ 980 SptaHra; 1370 = 1W 

Jri 17 jriU tainta a«a yaarrea- 

.15655 15687 15628 185^ 

U8E taneniH SIOCB Hreret 

III 111 . -4JJB ■»' 4884» 

Mnkfen ritar +5B0 to . 573*0 

Ctapar +4200' 'to' 251/25 

uac' 4750 re . M6J2S 

Bdta . +114 re - «Q9» 

!tae -1175 • re '- sn3» 

Tto +25 la ' 5346 


- ’ -Vi . 


LntafarN 

Un. day asjar petal 
Bretay (Bag. ta(4 
Mala 8J5Nas Tain) 
HataOEDaricM* 


Rtakar (B.RSS rerf) 
QeMntOR(PNQ§ . 

Cbh W5 

*’")'■» 1 puy 
CcBn MaelCC kxta* 
tata*va(SfaSk|H) 

SSSsi? 

NririMSHti 



CROSSWORD 

by ^'fflGffiANDER 



Pressure Garitae 

SI 68-168 

• -1 

am m 

S115-116 

■2 • 

Hwj Foel OB 

S5M1 

-1 

tepMi 

ST27-12B 

-7/ 

JM M 

ST2B-127 

-2 

□tore 

STZT-122 

-29 

■ reonuu. CM praMtireoq . 


tatoM 

6834/0 

-0-18 

r* too* pm) sa txa 


n umm . 



6cH Mar toy 04* . 

1295/5 

+1/0 

EBwr ta* . 

53600c 

+1645 

Ptoftw* e»r toy ozj . 

S394/0 


FWsdta Qar ta* at) 

- 63*7/0 

-+7Z 

fare 

760c 


Iran ?js pranj 

4&Q£fc 


Tin faeto Lw*n) 

23.1 » 


Th 8lM TWO 

2715 

+2/ 

CMfe toertfaa} 

B759P 

-oar 

Shiap to* tarisW. 

106J0P ‘ 

-451- 

PtetoetarighOt 

. 55/3 

+car 


S22230 +680 - 

S28480 - +730 

, Uta ' 

noun 

• Una 
462fa 

«asp; 

29330m . -1J« 

' mstf \ -IM ■ 
OT730 -60 

■.-TOaflr-, j- 

6605. . .. 4*15 ■ 
.'i stop. - . ; 

ttaprereritancatatardregir 
Bias tap. fuHfadtaTv 
a 'Oarer areriBMHO 


ACROSS 

1 Be In tune wftb oneplayfrrg- 
musical iustnuneait (9) 

6 Submissive type (Greek; 
Involved to expeditious to 

... ice-cap (5) ■ 

B Girl concealed by both 
sides of one organ &) 

10 Local head of lifatary is her 
book supplier (9) 

11 A room to match the outfit 
one might wear (6,4) 

12 Put up with enemy leader - 
during hostilities (4) 

14 Tamed waste away - date 
wrong (7) 

15 Type to have embarrassed 
relatives (T> 

17 A record eaiflarnffl about to 
provide support for ’growth 
(7) 

■ 19 Humbug; darting? (7) 

20 Bill sad back, shninneri by 
throw (4) 

22 Underwear, lace; oddly lim- 
ited as to size (5-5) 

2 5 Coming on the river by 

chance (9) ' 

26 Moving { him q di sh i i+ nmw, . 

. (5) . ■ 

27 TS Is joining the Navy — -■ 
that’s tlffi bqyl (5) 

28 Agreed time to . get ready ’ 
; originally, was this 0) ■ 


DOWN 

. 1 Girl featured oir calendar 

2 Bus m an ' s behaviour on <dd 
run <9J 

3 A story about, fix- example, 

demotion < 10 ) 

4 rmaskedtobeordatoedfl) 

5 Writer’s tip: add an a email 
amount for foe club (7> 

6 Bidder’s mistake (4) 

7 Half of her colours blended 
into this one (9 

8 Hog’s back under . farm 
■ vehicle: a case for a 

charge? (9) 

18 Play down under, say (10) 

14 Another row between row- 
ing craws (9) . ' 

16 Drew to area of land cov- 
ered, by long grass (S) 

16 Arsenal possibly or RU 
. may have to Una up differ- 
ently (7} 

19 Joins fighting men, bat not ' 

. i (?) ' • 

21 The figure given in yester- 
day's Evening Standard 09 

23 Member" of Upper House ' 
beginning to yawn too 
sxm(5) 

24 At one time part of the Ccff- 
onaflan cereofonfal (4) ‘ 


Sotofom to Saturdays prize pmade an Saturday August h 
SotutiOT to yesterday's prize puzzle on. Monday August s. 


•32b . 
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LONDON STOCK EXCHANGE 


ALGOHOf 

ggJLate rally sees Footsie edge up to record close 

E~ UAP inrr pepopt There were no apparent Index marginally higher and Industrial Average opened market would have to cope plenty of attentlo 

— — ........ uncommercial prices yester- at another closing hi g h on. a dull note and fell away with increased volatility as dealers happy to 


MMU^REPQRT 
Stowlto^san, 
ggScf OK Stock Marfa* Editor 


The new later opening of the 
London market's electronic 
«iM»n trading system - SETS - 
SmW was said by dealers to have 
SJwie made little or no differeoce 
to the market yesterday. 
g“j£S The change, which saw 
®*gjgj the market kick off at 9am 
jftggJE compared with the old 
jtt^S-SOam start, was made to 
J w try to eradicate the unrepre- 
w i sentative prices so common 
'at the start and finish of 
Kjia^l trading since SETS was 
fggfsf introduced last year. 

»w2 — 


There were no apparent 
uncommercial prices yester- 
day, unlike last week when 
three of the biggest moves 
by FTSE 100 constituents on 
Thursday and Friday - Safe- 
way, Thames Water and Sev- 
ern Trent - were triggered 
by so-called “rogue trades." 

The change In opening 
time was one of the few 
talking points during a day 
of painfully thin trading 
which saw an early upward 
move to a new intra-day 
record give way to small 

flurries of profit- taking. Just 
before the close, however, 
the market rallied suffi- 
ciently to leave the FTSE 100 


index marginally higher anti 

at another closing high. 

The early bout of Jitters 
came ahead of the twice- 
yearly Humphrey Hawkins 
address by Alan Greenspan, 
chairman of the US Federal 
Reserve, to the US Senate’s 
banking committee; during 
which he will outline pros- 
pects for the US economy 
and monetary policy. 

With Wall Street slipping 
haric in early trading after 
last week’s sharp gains, Lon- 
don struggled to build on its 
recent big gains, which, had 
seen the FTSE 100 hit new 

intra-day and dosing highs 
last Friday. The Dow Jones 


industrial Average opened 
on a dull note and fell away 
quickly to post a 50-point 
decline about an boor after 
London closed its trading 
books. 

The FTSE 100 finished the 
session a net 5.0 firmer at 
6,179.0. At its best, during 
the first half-hour of tr ading , 
the ipdgv had nudged up to 
an Intraday peak of 6,183.7. 

“After last week's perfor- 
mance, it was always likely 
that the market would take 
a breather ahead of Green- 
span's speech. That has the 
capacity to turn everything 
upside down,” said one mar- 
ketmaker. He added that the 


market would have to cope 
with increased volatility as 
the interim results season 
got underway, at the same 
fhne as the onset of the hob- 
day season which win see 
trading desks undermanned.- 

The uncertainty in' the 
leaders did not spill over 
into the rest of the market; 
however, where the second- 
liners and sow Heaps, which 
have tended to lag behind 
the front-line stocks, made 
modest progress. The FTSE 
250 climbed 5J5 to 5,709 Jt, 
having been up 16.4 at test, 
while the- FTSE Small Cap 
edged up 2J> to gffgJ. 

Retail stocks attracted 


plenty of attention, with 
dealers happy to. chase - 
shares in Selfridges, newly- 
demerged from Sears. There 
was relief too :with. the 

CTWiiirag mg trading update 
ftwn Debenbams, .the depart- 
ment store. More news from 
fire sector comes tomorrow 
when official sales figures 
for June are published. 

■’ The best individual perfor- 
mance in the FTSE 100 came 
from Enterprise Oil, with 
rumours about “tenuous 
takeover stories". 

Turnover at 6pm was a 
miserable 580.1m shares, 
with. non-FTSE 100 stocks 
^ f Hinri ng for 57 pier cent. 
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If Oils put 
H under 

BRBNE scrutiny 

$&zz COMPANIES ROW 




BULK 


By Joel KbazD, Martin Brice 
and Candida WOtams 

The market spotlight was 
firmly fixed on the oils as a 
i parting broker published a 
weighty review on global oil 
stocks ahead of the sector's 
reporting season which 
begins this week in the US 
and Europe. 

In an overview of the oil 
sector BT Alex Brown said: 
“The global oils are set to 
deliver a 23 per cent fall in 
first half results, driven by a 
$5. 50/barrel drop in oil 
prices. Perhaps surprisingly, 
pan-European oils earnings 
will fall by an average of just 
10 per coat driven by better 
volume, and strong refining 
ntirt marketing margins.'' 

Turning to individual 
stocks. Enterprise Oil, 
favoured by BT Alex Brown, 
was the best performer in 
the FTSE 100, the shares 
gaining 2fi%p to 549%p. 

Dealers said bargain hunt- 
ing had helped boost interest 
in a stock that has underper- 
formed the market by 
around 40 per cent since the 
beginning of the year. The 
stock was left behind in last 
week's strong rally among 
the ails. Lasmo was steady 
at 239%p. BT believes both 
stocks have the potential 
“for momentum on explora- 


tion newsfiow, within a sec- 
tor that is set to re-rate with 
the oil price." 

The broker is also a buyer 
of British Petroleum and 
Shell Transport. The team 
believes BP’S price relative 
performance has left the 
shares “at a rating that dis- 
counts neither the po tential 
for an on recovery, nor the 
renewed drive on costs and 
productivity now under 
way”. On Shell, the team 
suggest the stock looks 
undervalued, “if return on 
capital can be raised to 15 
per cent by 2002”. BP shares 
dipped 1% to 88014?, while 
those of Shell rose 3% to 
423‘Ap, after trade of 9.8m. 


It .was hard to avoid the 
nervousness in the retail sec- 
tor as dealers waited for 
tomorrow's publication of 
the monthly retail - sales 
data. 

Analysts expect poor 

weather and the impact of 
television coverage of the 
World Cup to lead to a 
decline in retail sales figures 
for June. 

Such concerns were at the 
forefront of trader’s minds 
when shares in department 
store Selfridges, demerged 
from Sears, started trading 
in the market yesterday. 

Having opened around the 

229p mark, above the 200p 
predicted by bears of the 
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stock, the shares closed at 
2S6V4p, just below the 240p 
level forecast by many spe- 
cialists last week. 

Many analysts remained 
sceptical about the prospect 
of a bid for the newly 
demerged group but one spe- 
cialist on the sector said sim- 
ply: “Bidders will be pot off 
by the declining profit trend 
and if you take out the free- 
hold benefit Selfridges is 
making no money.” Mean- 
while, shares in the remain- 
ing Sears closed 10 off at 
297Vip. 

Debenhams falters 

A robust trading state- 
ment from Debenhams failed 
to sustain buying interest in 
the stock. Having risen 
strongly early in the session, 
the shares retreated to end 
unchanged at 334%p. 

The company said same- 
store sales rose nearly 4.5 
per cent in the 19 weeks to 
July U, compared with the 
same period a year before. 

The bull run in informa- 
tion technology stocks 
showed signs of faltering for- 
thar. following the slowing 
of outperfimnance in the sec- 
ond quarter of the year. 


NOTICE TO THE BONDHOLDERS OF 

US$1 50,000,000 
Samsung Electronics Co., Ltd. 

OJS par cant ConvartlMs Banda dm 2006 
[Ilw "C Whim t* ndtfaa Saada' w pa etlwl yl 
NOTICE IS HEREBY GIVEN to the holders of the outstanding Bonds 
of Samsung Electronics Co. Lid. [the ‘Company*) that, as a result 
of a Rights Offering of 11.700,000 shares by the Company, die 
conversion price of the Bonds has been adjusted from KHW72J29 
per share to KRWB9.953 wfth effect from April 28, 1998. 
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For further information please contact: 

Corina Vinton in Bucharest 
Tel: +40 1 312 G868 
Fax; 4-40 1 312 1497 

Ewa PlaczcF-Neves in London 
Tet; +44 171 873 3725 
Fax: -*44 171 873 3934 
Email: ewa.p!aczek-nevespFT.com 

or Annette Ebert in Frankfurt 
Tel: +49 69 156 S5 163 
Fax: +49 69 596 44 81 
Email: atinc tto.ebert r -FT. com 
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Mi gy p, one of the fa vo u red 
companies in the sector, suf- 
fered cue of the bigger fells 
in the FTSE 100. It lost 78 to 
£34.70 following advice that 
the sector was overbought 
and investors should take 
p r o fi t s . 

Graham Brown at Suther- 
lands told dtents: "Ratings 
look expensive In compari- 
son with historic valuations 
and no longer appear to offer 
value relative to interna- 
tional competitors. Medium 
t erm, we expect the shortage 
of equity In the sub-sector to 
ease, s u pp r essin g the rela- 
tive performance.” 

He said p riva te companies 
would be attracted by the 
idea of flotations at c u rre n t 
High valuations. Sane com- 
panies, smfa as GMG, were 
standing at about 90 times 
this year’s forecast earofag g 
He said that demand for 
CMG’s products remained 
strong ntirt the outlook was 
positive. CMG rose 77% to 
£22.00%. 

. Logics was up 75 at £20.75, 
helped by Drasd nar K lein- 
wort Benson’s FTSE 250 
team' re affi rming its “buy” 
stance. 

The government’s trans- 
port white pjg>er prompted a 
mark-up in the shares of 
companies with bus. 
ope rati ons, although medal- 
ists said most reaction to the 
muM iiiHMiiH nt nan been in 
the share prices far sane 
weeks. Nevertheless, notable 
rises, were achieved by 
Arrive, up 4% at 407%p, 
FirstCfroup, winch rose 6% 
to 498%p, and Go-Ahead 


Group, 15% higher to 812%p- 
- Bid speculation and hopes 
of a favourable pricing 
review helped boost Wessex 
Water which -has underper- 
formed the market since the 

Ttiopfirniing of year. . 

The stock priee jumped 
12% to 496%p, in above aver- 
age turnover of 486,000 
shares. 

Speculation that Southern 
Electric was fa the market 
fra: a water co mp any to help 
turn itself into a' multi- 
utility business settled on 
Wessex, helping boost buy- 
ing interest yesterday. 

. Talk suggesting the com- 
pany may be the beneficiary 
of a more favourable pricing 
review also helped boost sen- 
timent. However, dealers 
pointed out that bargain 
hunting of Wessex, which 
has underperformed the 
market by 20 per cart this 
year and the sector by 14 per 
cent, had also bear a factor 
In yesterday's advance. 

Shire surges 

Shire Pharmaceuticals 
took pole position In the 
FTSE 250 as the market 
reacted favourably to news 
regarding trials of its Alz- 
helmers disease -treatment, 

fTabmtaimfrw> (Romtny l) 

Shire is corieveloping the 
drug with Janssen, an affili- 
ate of Johnson & Johnson, 
tire US group. It was claimed 
by the stock’s supporters 
that it now seems likely that 
the drug will meet frrtwnfl- 
tional efficacy and safety 
standards. 'Shire shares 
raced up 52% to 540p. 

. Shares in retailer JCJB 
Sports, which have, under- 
performed recently -after 
England’s early exit from 
the world cup, rallied 
strongly, gaining 31p or 7 per 
«mt, to 462%. The rise came 
in tiie wake of speculation of 
an nnniiiKgft acquisition. 

Shares in industrials 
group wXQfams improved. 15 
to 400p after a buHish note 
from CSFB landed on inves- 
tors' daibi yesterday. 
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Investors wait on Greenspan s testimony 5^^ threaten 


WORLD OVERVIEW 


Market selection was the 
name of the game for global 
equities yesterday with Asia 
trading quietly, Europe 
mixed and the US showing 
no early inclination to build 
on recent records, writes 
Jeffrey Brown. 

Japan was closed for a 
national holiday so a slow 
day across Asia, where vol- 
umes fell away steeply, 
raised few eyebrows. The 
currency markets improved 


with the yen rallying, bat 
the absence of Tokyo made 
for an Indecisive session. 

A number of European 
markets hit fresh record 
highs, notably Amsterdam, 
which made it four in a row. 
Paris, clobbered by a 82 per 
cent slide for Index heavy- 
weight France Telecom, 
edged lower. 

But the broad tone 
remained firm and after last 
week's Wall Street-led gains, 
few investors were willing to 
take profits ahead of a 


critical week, for US news. 

Today, Alan Greenspan 
begins his twice-yeariy Hum- 
phrey- Hawkins testimony. 
Most investors wIQ be hop- 
ing the Federal Reserve 
chairman will provide dues 
to next week’s US output fig- 
ures where growth is widely 
expected to have slowed dra- 
matically as a result of the 
Asian crisis. 

Some observers feel that 
the combination of Strang 
imports from Asia and very 
little in the way of compen- 


sating exports to the region 
may well have moved US 
gross domestic, profit into 
reverse in the three months 
to June. 

If so, this would be the 
first backward move since 
fine recession of 1991 which 
may yet come as a funda- 
mental shock to US equities. 
Far the moment, though, the 
stock market is content to 
dwell comfortingly on the 
notion that economic slow- 
down takes the heat out of 
interest rates. 


At all events, the recent 
gains for global equities 
have been liquidity driven. 
The latest GlobaL Strategy 
note from Lehman Brothers 
underlines the shift that has 
taken place between bond 
and equity markets. 

Lehman’s Edwins -Neal 
has reversed April's' tactical 
-move to bonds when equi- 
ties’ risk premium flan i k to 
less than l per cent. On her 
calculation, the risk pre- 
mium has risen back to 6 pra: 
rwit . making- a shift tO 


share markets opportune. 

"Hie wave of global risk 
aversion which swept across 
markets in May -and which 
has driven . bond yields 
lower, has restored the valu- 
ation case in. favour of equi- 
■ ties,”Ms Neal.says. 

According to the Lehman 
model, on each' occasion 

since lBSO wben the ^oboI 

risk premium has been 
above 5 per cent, shares 
have outpaced bauds by l? 
per cent over the subsequent ' 
six months. .. 





Burger blues Zurich hits another record 
send Dow 
into reverse 


EUROPE 


AMERICAS 


US equity markets had a 
mixed mnming with many 
companies moving in 
response to earnings reports, 
bat little firm direction for 
the market as a whole, 
writes John Anthers in New 
York. 

By midsession, the Nasdaq 
composite Index, which is 
heavily weighted towards 
large technology companies. 

Was On course tO set another 
record, up 7.87 at 2,016. 68. 
But the Dow Jones Indus- 
trial Average fell 53.81 to 
9,284.16, mainly due to a 
bearish forecast from 
McDonald's, the fast-food 

p.hain, 

The broader Standard & 
Poor’s 500 traded higher for 
much of the morning, hut 
was down 385 at 1,183.40 by 
midsession. 

McDonald's suffered the 
sharpest foil of the Dow's 30 
constituent stocks, slipping 
$2ft or almost 3 per cent to 
$71ft. United Technologies 
and Boeing also lodged falls 
of more than 2 per cent. 
Hewlett-Packard was the 
strongest gainer on the Dow, 
up $lft at $61%. 

The Nasdaq moved up In 
spite of continuing weakness 
in the semiconductor sector, 
which saw the semiconduc- 
tor index slip 23 per' cent 

Networking companies 
took the lead, with Cisco 
Systems gaining $3 ft at 
$103ft, and Bay Networks 
rising $lft at $34 Vk Among 
semiconductor manufactur- 
ers, Intel, the largest, slipped 


$ft to $82 ft. while Analog 
Devices, a smaller player, 
slipped $4ft or more than 15 
per cent to $22% following a 
profits warning for the pres- 
ent quarter. 

Mergers and acquisitions 
also created some activity. 
In the banking sector. Sun- 
trust took a sharp fall as 
investors reacted negatively 
to its $9.5bn takeover of 
Crestar Financial. While 
Grestar gained more than 12 
per cent, up $8ft at $72, Sun- 
trust tumbled more than 11 
per cent, down $8% at $77R. 

The market took a simi- 
larly clear view of the 
merger of SFX and General 
Signal with SPX down $4ft 
at $59tt> while General Sig- 
nal gained $4ft at $41%. 

TORONTO moved higher 
on special situations, nota- 
bly Seagram which rose 
almost 3 per cent on the 
news of a $3.3bn disposal 
The 300 composite index was 
up 2989 at 7,44820 at noon. 

Seagram surged strongly 
after It announced plans to 
sell (for cash) rather than 
float . Its Tropicana 
operations. The shares 
jumped C$180 to C$6085 in 
good two-way volume. 

Alliance Cf HWtniinifm'H nna 
jumped C$3.75 to C$3080 on 
plans to merge with Atlantis 
Communications which rose 
C$180 at C$16. 

Banks woe mixed. Royal 
Bank of Canada gave up 15 
cents at C$90. 15 and Cana- 
dian Imperial hardened 10 
cents to C$50.15, Among 
golds, Bairick added 10 cents 
at C$27.45. 


Sao Paulo edges down 


SAO PAULO moved lower in 
thin volumes. Dealers said 
last week's strong gains had 
sparked some profit-taking 
but that overall selling had 
been relatively light 
Telebr&s shed 08 per cent 
to R$3920 as investors ticked 
off the days to July 29 and 
the privatisation of the tele- 
coms giant Petr o bras lost 
08 per cent to R$26780- At 


midsession, the Bovespa 
ind ex w as off 60 at 10297. 

MEXICO CITY also lost 
ground, not helped by the 
early directionless trend on 
Wall Street Volumes were 
said to be limited and at 
midsession the IPC index 
was down .3528 at 4,63925. 

CARACAS kept in step 
with the region. The IBC 
index fell 3928 to 5,095.75. 


SA awaits Moody’s decision 


SOUTH AFRICA 


A weaker rand sent 
Johannesburg’s gold stocks 
higher but other sectors 
were marked down as 
financial markets awaited a 
decision by Moody’s on 
whether to downgrade the 
country's Investment grade 


foreign currency debt rating. 

The gold index finished 
18.3 higher at 1,0728. boosted 
by strong demand for min- 
ing stocks. 

Industrials lost 146.6 to 
8,5082, financials slid 2428 
to 12,620.4 and the overall 
index finished 988 or L9 per 
cent lower at 72328. 


Renewed demand for pharm- 
aceutical stocks and a hand- 
fill of other blue chips left 
behind in recent weeks sent 
ZURICH up to another all- 
time high. 

The SMZ index, which 
broke through the 8,000 level 
on July L closed 112.6 higher 
at 8.4002, extending its 
advance since the start of 
the year to 27.7 per cent. 

Roche certificates jumped 
SFr525 to SFrl5,700 while its 
rival Novartis put on SFr57 
to SFr2.530, still benefiting 
from last week's statement 
that the group expects sales 
to accelerate in the second 
hall The often volatile Ems 
Chemie dropped SFrl25 to 
SFK8J950. 

Clariant. the speciality 
chemicals company, eased 

SFrfj to SFr957 on uncer- 
tainty over sales figures for 
the first half of the year, due 
today. Bank Voniobel, expec- 
ted to report first-half results 
today, put on SFr20 to 
SFr2, 770- 

Financials, too. managed 
to m aintain their recent 
gains. UBS put on SFr9 to 
SFr653, still supported by 
recent positive studies, and 
CS Group rose SFrL5Q to 
SFr358. Insurer Zurich rose 
SFT13 to SFr 1,155. 

Among industrials, Sulzer 
gained SFr33 to SFrl.229, 
still profiting from its acqui- 
sition last week of a weaving 
business in Italy. 

Rieter gained SFr28 to 
SFrl.175. helped by a num- 
ber of recommendations 
with price targets of up to 
SFri,30G. 

Derivatives-linked buying 
helped Nestlfe up SFr35 to 
SF13.460. 

FRANKFURT pressed 
ahead to another all-time 
high with the Xetra Dax 
index up 2323 at 6,186.09. 
Analysts said, however, that 
a lack of corporate news and 
slack turnover had contrib- 
uted to a slow session. 

Banks led the advance, 
making up for last week's 
underperformance which 
was in response to a weak 
dollar. Deutsche Bank 
picked up DM2.05 to 
DM158.45. Commerzbank 
rose DM1.78 to DM7L75 and 
Dresdner Bank put on 
DM225 to DM10725. 

Bayerische Vereins-und- 
Hypo Bank continued to out- 
perform the sector, up 
DM12.50 at DM185.80. 

SAP had an erratic day, 
finishing DM820 weaker at 
DM1,173.10 in response to 
fhrther details of first-half 
results. Analysts noted that 
any decision by the Dax 
committee today to change 
stock weightings to reflect 
only preference shares 
would be a blow for SAP 
which has its ordinary and 
preference shares weighted. 

Siemens fell 30 pfg to 
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DM132.70 after the company 
said it was considering a 
reduction in its chip produc- 
tion capacity. 

Among motor stocks, 
BMW lost DM50 to DM1215 
as Lehman Brothers 
removed the stock from its 
recommended portfolio, not- 
ing that the stock had out- 
performed European equity 
indices by % per cent since 
the end of 1997. 

PARIS edged lower as a 
sharp foil in France Telecom 
shares weighed on the 
-benchmark. The Cac-40 
index closed down 1987 or 
08 per cent to 48S82L 

France Telecom declined 
FFi25.70 or 62 per cent to 
FFr391 on reports of a capi- 
tal Increase and the sale of 
the government's stake to 
push down the state's owner- 
ship to 62 per cent. The 
shares fell to as low. as 
FFr378.50 in spite of Its 
announcement that it would 
deepen ties with Deutsche 
Telekom of Germany. 

Ranirn and - financials were 
higher. BNP rose FFr28 or 5 
per cent to FFr573 while 
Paribas gained FFr18 or 2.7 
per cent to FFr683 and 
Societe Generate added 
FFr47 or 32 per cent to 
FFr1,497. A OF, the insurance 
group, rose FPr7.I0 or 2 per 
cent to FFr35820. 

L'Oreal which announced 
strong first-half sales figures 
in spite of an expected slow- 
down in the first quarter, 
rose FFr30 to FFr3,449. Gold- 
man Bachs reiterated its 
market outperfbrmance rat- 
ing and said it had placed 
earnings and target price 
under review. 

Peugeot Citroen lost FFr67 
or 48 per cent to FFr1840. 
The shares suffered from a 
downgrade by Lehman 
Brothers which dropped the 
car maker from its recom- 
mendation list 

AMSTERDAM punched to 
its fourth record high in a 
row with strong gains 
among a number of financia l 
heavyweights offsetting 
some slippage at Philips. The 
AEX index ended 17.63 
higher at L3I5 l63. 

Philips shed FI 420 or 28 
per cent to FI 178.60 follow- 
ing a broker downgrade and 
ahead of Thursday's second- 


Stronger yen boosts Seoul 6% 


ASIA PACIFIC 


Strong foreign buying and a 
good day for the yen sent 
SEOUL sharply higher, lift- 
ing the benchmark Index by 
6.1 per cent 

The Kospi index jumped 21 
to 365.18. The stronger yen 
allowed local interest rates 
to soften and foreign inves- 
tors turned net buyers of 
equities. 

Tokyo's closure for a 
national holiday also helped 
focus foreign investor atten- 
tion on Seoul, although local 
retail investors were said to 
have taken modest profits. 

Bad news from Hyundai 
Motor, which said it was sus- 
pending operations to avoid 
potential violence following 
its lay-off announcements, 
foiled to damp sentiment. 
Hyundai rose Wonl400 to 
Wonl5 f IttL 

Samsung Electronics 
jumped Won6,500 to 
Won60,900. Korea Electric 
Power Won95Q to Wonl7,700 
and Pohang Iron and Steel 
Won2,700 to Won5L20Q. 

The stock exchange 
suspended trading of shares 
of Shinwon Industry and its 
affiliate Kwang Myung Elec- 
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trie on news that the two 
companies had applied for 
court receivership. It also 
halted trading in Hankook 
Titanium on rumours of 
financial problems. 

HONG KONG moved lower 
in thin trading with Inves- 
tors said to be showing dear 
hesitancy ahead of the latest 
unemployment figures. 

The Hang Seng Index 
ended 135.68 or 1.6 per cent 
lower at 8.49325 fn turnover 
which at HKS3.03ba was 
more than a third down on 

Friday's level 

With Tokyo closed, bro- 


kers said activity trailed 
back to nominal levels. 
There was also concern 
about the Aprfi-toJune job- 
less rates which were 
announced after market 
hours at 45 per cent, up 
from 4-1 per cent in the pre- 
vious quarter. 

Property shares were 
among the day’s worst per- 
formers. The sector fell 3 per 
cent with Cheung Kong 
down 90 cents at HK$36.10 
and Sun Hung Kai HK$1.60 
at HK$3220. Among banks, 
HSBC lost HKS3.50 at 
HK$193-50. 

MANILA dosed at a three- 
week low on concerns over 
the Japanese government's 
economic and financial situ- 
ation. Overseas investors 
sold shares across the board, 
and the composite Index 
retreated 5221 or almost 3 
pear cent, to 1,73445. 

Philippine Long Distance 
Telephone lost 25 pesos to 

930 pesos and Ayala Land, 
the index heavyweight, 25 
centavos to 12 pesos. 

Metropolitan Bazik and 
Trust fell 2 pesos to 106 
pesos while oil group Fetran 
declined 5 pesos to 260 pesos. 

SYDNEY reversed a four- 


day winning streak with the. 
All Ordinaries index suc- 
cumbing to profit-taking and 
ending 262 lower at 2,7872 
in what dealers described as 
slack volume Turnover foil 
back to A$586m. 

“Everybody’s waiting for 
tomorrow's inflation num- 
bers and NABank's latest 
quarterly results the follow- 
ing day," said (me broker. 

Resource blue chips were 
mixed. Mo Tin to hardened 
1 cent at A$19.74 but BHP 
lost 22 cents to A$1442. 

News Carp gained 8 emits 
to A$13.13 but rival media 
giant Publishing and Broad- 
casting gave up 16 cents at 
A$6i8S on renewed concerns 
about the health of its chair- 
man. Kerry. Packer. 

BANGKOK continued to 
rally with the SET index up 
2.46 to 297.74 The better cur- 
rency tone and a further 
gradual easing for the local 
money market were the 
main supports for sentiment 

Finance company shares 
were active with the sector 
rising 5.7 per cent. Industrial 
Finance Corporation of Thai- 
land added Bt080 at BtlO.75. 
Among industrials, Siam 
Cement rose Bt34 to 




quarter results from the elec- 
tronics giant Other isolated 
instances of weakness 
included publisher VNU, off 
FI 320 at FI 8220. 

In contrast, financials 
pushed ahead strongly as 
worries about a rise for US 
interest rates and conse- 
quential knock-on impact 
across Europe continued to 
fade. Aegon rose FI 980 or 
46 per cent to FI 21520 and 
ING gained FI 3.80 to 
FI 1538a 

MADRID slipped on profit- 
taking in the banfc-g mid the 
general Index closed down 
2.40 at 94522. Banco Popular 
led the way, falling Pta310 to 
Ptal3A30, after reporting dis- 
appointing first-half results. 
BBV. heavily traded, lost 
Pta45 to Pta3Q25. 

MILAN closed higher on 
anticipation of economic 
data that could prompt a 
rate cut by the Bank of Italy. 


The Mibtel Jndax efimbed 22A 
to 25246 ahead b£_pfcHnti- 
nary inflation figures due 
today. . . " 

- Merger peculation pushed 
up financial services sector 
shares. Toro, the insurer 
that Is part of the Flat 
group', jumped Li.718 to 
L36.382. 

Toro is the second largest 
shareholder in Banca di 
Roma, which climbed LBS to 
L4241 on rumours that it ; 
could merge, with BGL Per- 
sistent denials did not stop : 
BC3 from climbing L565 to; 
L14413. 

Away from the banking 
sector, Telecom Italia rose 

L559 to L15.557. 

OSLO inched up after 
Norsk Hydro's first-half 
results calmed market tears 
that the conglomerate would 
fail to meet expectations. 
The total index closed 2.70 
higher at 123445. 

Norsk Hydro rose 
NKrlLSO to NKr35080. 

East European ' markets 
were mixed. MOSCOW was 
flat ahead of a key IMF exec- 
utive board decision on a 
new loan tranche and the 
announcement of the results 
of a government debt swap 
auction. TALLINN'S general- 
index picked up 7.03 or 42 
per cent to 15447 while in 
RIGA the market Index 
added &70 or 22 per cent to 
38125. 


Morgaa, Jeffrey Brown, Brito 
Terazooo and Prior HaB 


Political " uncertainty ; 
, CT ntl o ™” to. take Its toll 0°. 

India, wherethe ben chm ark 

BSE 30 index tell 2.48 per 
cent yesterday.', 

The tumble: came amid 
rumours that Jaya Jayalali- 
-thst the maverick Tamil pbh- 
tjejan, was' again threaten- 
ing •’ to pull <„ down the - 
g overn ment', lf.it foiled to* 

back her borne state in a dis- . 

pate ever water sharing. 

- . - The latest mini-crisis fol- 
lows India’s best week sinc e'- 
nudear tests and a protec- 
tionist budget led foreign 
Investors, to offload their 
holdings. Last week they 
stopped sdBhg,.and for the 
first time fn eight weeks, the 
National Stock Exchange 
reported a small new inflow 
oT funds* 

As the sailing pressure 
waned, and India's regula- 
tors tidied .up the mess left 
by an alleged securities 
scam, renewed demand from 
local institutions lifted the 
market. Even, after yester- 
day's decline the BSE 30 Is 
up almost 400 * points at- 
,328475 from its low three 
weeks ago. • . . 

‘ investors say India has 
loet ita haven status, bat it is 
still unlikely to . fall victim to ' 
“Asian flu^ because of the 
structure of its financial sys-~ 
tern. Its banks have little 
exposure to foreign currency 

debt and the currency mar* 
ket is still tightly regulated.'. 

Investors took heart Arad 
progress to preparations for 
talks with the US and Pakis- 
tan,' India's old enemy 2nd : 
nuclear rival, and from last „ 
.week’s vote in the US Senate 
to authorise President Clin- 
ton to lift sanctions if he 
reaches a deal on the 
nuclear issue. '.. " 

Domestic politics contin- 
ues -to give investors head- 
aches. But while there is still 
a risk that the government 
could fall any day, it to 
increasingly apparent that 
Congress, the main opposi- 
tion party, has no^ desire 
move in for the MIL - - 

1 Policy drift because of 
political weakness is replac- 


s&Vv. 





4 " ■ ■■■ '; ' ft 


n ^ 

Marl f 

l A 

oittv U if 

Vi? 

w/ai* ■ — 


•aOQQ'L- 1 . 1. — 






■■.X 




/fv? .r " ' 


Jan 


tog instability as the mar- 

fears main concerto ■ 

The recent rally has bred' 
led by software stocks /sag ' 
companies with strong cash 
flow, which could benefit 
from proposals to legalise 
share buy-backs. The soft; 
‘ware rally .-..reinforced by 
the announcement of new 
tax breaks - saw bargain* 

hunting hy forei gn investor^ 

who regard the dollaream-' ' 
tog sector as a haven within 
a (now defunct) haven. 

But foreign-investors have - 
been reluctant to buy b«$‘ - 
Into the broader market, . 
Macro-economic indicators 
are wo r ryi ng , with exports 
fraTHwg . inflat ion rising (thq 
consumer price Index stands 
at 108 per cent) and indus- L. 
trial growth stuck at 45 pri L 
criit, 

Fund managers say there . r 
has been * shift to the way - 
inv e st ors look at emerging 
markets, from projections 
potential to a hard-headed .• .. 
assessment of progression. ^ 
the ground. India looks far ‘ 
less attractive under -this -1 : 
light- Few are wlDtog to give, ; 
this goverumoit with its 
nudear bombs, protectionist 
r h eto ric and Hindu revftal- 
tst wtog - the benefit of tita 
dmfoL The eell-cdf may be . 
over bto there Is little sign 
of Inflows either, and there 
lsarisk that anyfintherzisa : :. 
to the market will be used as 
an exit opportunity. 


Krishna Goha 


NOTICE OF REDEMPTION • 

To tb« Holden of 

Lloyds TSB Group pic 

(formerly kmnmaaTSB Group pic} 
OaawpanUtd i* Sr o /Inmf i Ht k R m lttri 

fOMi-'bNner) 


mOfMNMtoOOVariiddc Bate SidaoidittetedNotae S09S ' 
ftheTfetmH 2 

NOrnCK (S HEBK0Y GIVEN in accordance whbOmtfitroa 5(b) of 
dig Term* aad CanUtiom, afl oftha onfataitfeyNoCw wifl berndaomad 
by the tnuer an 28th August, 1998 (the *Rcdemptian Dett*). The Imaer 
win redeem the Notes at their principal amaanrphn nocmed hrterwt to 
the date fixed for redemption, when intern! shell nut to accrue. 
Payment of principal end interne will be made in eeomdence with 
Condition 4 of the Nates only to the holder of the Global Note 
representing the Notes against, presentation of the Global Note at the 
office at the Principal Paying Agent Gated belur or, U the option of the 
holder of the dobs] Note, at the office of the Pitying Agent Hated! below. - 
Bach Noteholder most look eoMy to Emxxfear or Code!, ea the ceee may 
be, for Wa share of tha payment eo made by tha Issuer to the holder of 
the (Babel Note. Claims for payment of principal will become void after 
13 yen and dahna far peytnant of interest wiD became wad altar doc* 
years from the Bshrant Date las defined til Condition 6 of the Notee). 

PRINCIPAL PAYING AfSNT 
Citibank, NA. 

B Cannefita Street .• 

London EC4Y 0PA 
PAYING AGENT . 

Banqoe Internationale a LnxombouiX SA. 

69 RooUtiTKsch 
L-1470 Lmembonrg 


UOTDSTSBGSOUPpfc 
Br(Stnmk,NJL 
tu Principal Paying A#e*i 


Dated; 81 July. 1996 


Notice to Holders 


HRPT Properties Trust 

(fomieriy known as Health and Retirement Properties Trust} 

U.S. $130,000,000 


72 % ConwarOriaSuboRKnatrif Debentures 
due 2003 (Serfea B) 

tsm XSO 070094882 . 


EBectiw Jiiy t, 1998. foe name dt HeeMi Wrd Rrirament Properties ■ 
This! (fits 'Company} ms changed to "HRPT Properties TrnsT. The 
Catfan/s 75% Garwertfcle- Sutadnatel Oebeouiee due 2003 
(Series B). ISM XS00700M882 (■» ‘Notes! 1 ) am Bated on tee 
Luxembourg Stock Exchange, .'me Nome wit remain Bated on tee 
Luxembo u rg Stock Exchange under tee Company’s okt name. Tha 
mdadng Notes «■ not be stamped or exchanged. 


The Cheee Manhattan Bank 
.iorandonbehttQl 

HRPTPropartlaeTma* 

July 21. 1998 
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y.s. $300,000,000 



Credit Lyonnais 


. Subordinated 

Floating Rate Notes Due 2000 


IrVerest Rate 
Interest Period 


5.8125% per annum 


21st July 1998 
: 21st January 1999 

Interest Amounf per - 

U-S. $10,000 Note due 

21st January 1999 U.S. $297.06 


Credit Suisse First Boston (Europe) Ltd. 


Cassa di Risparmio 
deHe Provmcie Lonribarde S 41 JV. 
Grand Cayman Branch 


USS ISOjOOO/XK) 

Floating Rate Depositary Receipts due1999 


I 

I 


In aocordanoe wdi the Terms aid Condtiors of Reoekts, 

notice iahereb/gr^tharfCT 11^ Interest Petixi bum Jriy 21., .. 
1996 to January 21. 1999 the Receipts w# cany an Interest 
Rate of 6% per annum. 

The Interest Amount payable on the relevant Interest PSy- ’ : 
man Date, Janifity 21, 1900 vvi be USS 306.67 per USS 10.000 . 
princ&f[emount of Recept 

and US$7,66627 per ThsAgemBsnk 

USS 250,000 prind- .. gfftjk KjwMmft 
pal amount of in— iifwimi 


THE miBUC ENTERPRISE REFORM 
COMMITTEE 
TOR STATE SUGAR COUNCIL 
INIcntATlOMAL. PUBUC BIODWO TOW TW 
COtmUCT OP VALUATION anim OT TW 
; • STATE SUOAH HILLS 
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